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I      TARIFF  BARGAINING1 

For  the  past  12  months  our  President  has 
^been  courageously  and  gallantly  putting  into 
^action  the  New  Deal  in  the  domestic  affairs  of 
our  country.  In  the  tariff-bargaining  bill 
recently  introduced  into  Congress,  the  Presi- 
dent is  with  equal  courage  and  high  leadership 
rounding  out  his  program  by  carrying  forward 
the  New  Deal  into  our  trade  relations  with 
other  countries. 

Why  must  any  such  action  be  taken?  Why 
is  tariff  bargaining  necessary?  A  glance  at 
the  present  world  situation  tells  the  story. 

Since  1929  there  has  been  an  appalling  shrink- 
age of  world  trade.  Measured  in  terms  of  the 
volume  of  goods,  world  trade  is  today  reduced 
to  approximately  70  percent  of  its  1929  volume; 
j measured  in  terms  of  dollars,  it  has  fallen  to 
35  percent.  The  total  exports  of  the  United 
States  fell  from  $5,241,000,000  in  1929  to 
.$1,675,000,000  in  1933,  while  the  imports  fell 
from  $4,399,000,000  in  1929  to  $1,449,000,000 
in  1933.  In  other  words,  today  we  are  export- 
ing $3,566,000,000  less  per  year  than  in  1929 
and  importing  some  $2,950,000,000  less  per 
year.  Previous  crises  never  showed  such  a 
shrinkage  in  the  volume  of  trade;  on  the  con- 
trary, a  fall  in  prices  used  to  give  rise  speedily 
to  an  increase  in  the  volume  of  trade,  which 
made  it  possible  for  the  situation  to  improve. 

Remember  this:  Reduction  in  world  trade 
means  reduction  in  world  production;  and  re- 
duction in  production  means,  inescapably, 
unemployment.  Today  there  are  some  30,- 
000,000  workers  in  the  world  unemployed, 
living  in  enforced  idleness.     Unless  constructive 

!  Address  delivered  by  the  Honorable  Francis  B. 
bay  re,  Assistant  Secretary  of  State,  for  the  National 
Kadio  Forum  arranged  by  the  Washington  Star,  and 
broadcast  over  the  network  of  the  National  Broad- 
casting Co.,  at  10:30  p.m.  Monday,  Mar.  26,  1934. 
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measures  are  taken  to  revive  trade,  the  situa- 
tion is  likely  to  grow  worse  rather  than  better. 

The  outstanding  fact  is  that  the  United  ^ 
States,  competing  with  other  nations  for  this  * 
diminishing  trade,  has  not  been  able  to  hold 
its  own.  The  percentage  of  world  trade  en- 
joyed by  the  United  States  has  decreased  from 
13.83  percent  in  1929  to  10.92  percent  in  1932. 
That  means  that  in  1932  we  had  some  $700,- 
000,000  less  trade  than  we  would  have  enjoyed 
had  we  maintained  the  same  proportion  of 
world  trade  that  we  had  in  1929.  During  the 
same  period  Great  Britain,  France,  the  Nether- 
lands, Belgium,  Japan,  Italy,  and  Russia  have 
secured  an  increase  in  their  proportion  of 
world  trade. 

Similarly,  the  United  States  has  been  losing 
its  proportion  of  trade  with  Latin  America. 
Whereas  in  1926  the  United  States  enjoyed 
24.7  percent  of  the  imports  into  Argentina,  in 
1933  its  imports  had  dropped  to  12.6  percent. 
During  the  same  period  imports  from  Great 
Britain,  Italy,  Brazil,  and  Japan  increased. 
In  the  same  way  the  United  States'  share  of 
trade  decreased  while  that  of  other  countries 
increased  with  respect  to  Brazil,  Chile,  Colom- 
bia, Mexico,  and  other  Latin  American  coun- 
tries. 

What  does  this  decrease  in  American  trade 
actually  mean  in  the  lives  of  our  farmers  and 
manufacturers?  Although  it  is  true  that  the 
United  States  normally  exports  only  about 
one  tenth  of  its  total  production,  nevertheless 
certain  staples  are  dependent  for  their  con- 
tinued existence  upon  an  export  of  very  much 
more  than  one  tenth.  We  normally  export 
from  this  country  over  half  of  our  cotton  crop. 
Similarly,  we  export  normally  almost  20  per- 
cent of  our  wheat;  about  a  third  of  our  tobacco; 
about  half  of  our  packing-house  lard;  and 
about  a  quarter  of  our  rice.  The  failure  to  sell 
these  surpluses  abroad  would  mean  inevitably 
disaster  to  great  agricultural  sections  of  our 
country.  Such  destitution  and  economic  dis-^ 
aster  would  not  be  confined  to  the  producer,* 
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themselves.     It  would  be  transmitted,  through 
diminished  purchasing  power,  into  the  business 

,  life  of  every  (own  and  village  in  the  producing 
areas,  and  from  these  would  spread  injury 
throughout  our  country.  Without  the  income 
from  the  sales  of  these  surpluses,  real  estate 
values  must  fall  sharply,  tax  revenues  must  be 
curtailed,  banks  threatened,  and  the  cultural 
life  of  entire  sections  of  the  country  stricken, 
if  not  permanently  injured. 

But  this  picture  cannot  be  confined  to  agri- 
cultural production.  It  must  embrace  also 
many  of  our  largest  industries.  Goods,  such  as 
machinery  and  automobiles  and  electrical 
equipment,  can  be  made  more  efficiently  in  this 
country  than  anywhere  else,  and  the  savings 
and  reductions  in  cost  effected  through  mass 
production  are  possible  only  if  the  surplus  pro- 
duction can  be  sold  in  foreign  markets.  Cut 
off  these  foreign  markets  and  the  inevitable 
Result  is  unemployment,  suffering,  and  human 
misery.  As  the  Secretary  of  Commerce  has 
well  said: 

•  "The  loss  of  foreign  markets  to  farmers 
means  the  withdrawal  of  acreage  and  the 
destruction  of  communities.  I  must  add  to 
that  picture  that  the  loss  of  foreign  markets  for 
manufactured  products  has  a  like  implication 
to  our  economy.  We  need  to  think  of  our 
laboring  population  in  the  cities  and  manu- 
facturing centers  no  less  than  of  our  farmers 
because  it  is  of  the  very  essence  of  the  policy  of 
the  New  Deal  to  take  into  consideration  the 
needs  of  a  balanced  national  life  and  of  all 
groups  and  segments  of  our  people  alike." 

In  his  testimony  before  the  Ways  and  Means 
Committee  week  before  last,  Mr.  Farrell  of  the 
Chamber  of  Commerce  of  the  United  States 
stated  that — 

"Seven  million  persons,  it  is  estimated,  are 
dependent  for  their  livelihood  on  our  foreign 
trade.  It  is  impossible,  therefore,  to  deal 
effectively  with  the  problem  of  unemployment 
without  taking  into  account  the  vital  import- 
ance of  our  overseas  commerce  as  a  means 
indispensable  to  the  success  of  the  National 
Recovery  Act  and  as  an  aid  to  employment.' ' 


This  decline  of  international  trade  is  one  of 
the  main  factors  which  has  created  the  problem 
of  unsalable  surpluses  of  staple  commodities    . 
and    resulting    low    prices.     The    consequent 
plight  of  the  producers  of  these  commodities 
has  made  necessary  the  adoption  of  some  pro- 
gram for  restriction  of  production  accompanied 
by  compensation  for  restriction.     Restriction, 
it  is  true,  does  not  directly  add  to  employment, 
but  is  necessary  as  an  emergency  measure  to 
raise  unduly  depressed  prices,  so  that  these 
producers  can  in  turn  buy  their  customary  share 
of   industrial   products   and   thus   sustain   in- 
dustrial activity.     The  sharper  the  decline  of 
international  trade,  the  greater  the  need  for 
artificial  measures  like  restriction  is  likely  to 
become.     We  cannot  afford  to  shut  our  eyes  to 
the  real  facts  which  confront  us.     We  must 
think  the  situation  through.     Those  who  on 
the  one  hand  bitterly  criticize  the  administra- 
tion 's   production-control   plans,   and   on   the 
other  criticize  with  equal  vigor  the  attempt  to 
restore  international  trade  through  a  feasible 
and  practicable  method,  are  stubbornly  refusing 
to   look   the   facts   of   the   existing   American 
situation  in  the  face. 

Under  present  world  conditions,  with  inter- 
national trade  shrunken  to  pitiable  proportions, 
as  long  as  basic  American  fields  of  agriculture 
and  industry  are  dependent  for  their  continued 
existence  upon  the  sales  of  large  surpluses 
abroad,  we  have  no  choice.  It  was  lack  of 
plan  which  helped  to  build  up  our  large  un- 
salable surpluses  and  thus  made  the  depression 
inevitable.  It  is  of  large  popular  appeal,  but 
not  sound  economics,  to  protest  against  the 
curtailment  of  food  production  when  many 
people  are  going  hungry.  The  heart  of  the 
difficulty  does  not  lie  in  shortage  of  food  but  in 
shortage  of  the  wherewithal  with  which  to  buy 
food.  The  giving  away  of  food  surpluses  to 
those  short  of  food  would  temporarily  help* 
the  hungry;  but  if  the  food  producers  received 
no  payment,  it  would  permanently  add  them 


and  their  families  to  the  ranks  of  the  hwngryi 
It  was  largely  the  policy  of  drift  and  avoidance 
of  Government  planning  that  led  from  had  to 
worse  during  the  closing  years  of  the  last 
decade,  ending  in  the  economic  disaster  from 
which  125, 000,000  American  people  are  still 
suffering. 

There  is  but  one  way  out.  We  must  make  it 
possible  to  sell  our  surpluses — either  through 
curtailing  the  production  of  surpluses  or 
through  increasing  our  sales  abroad,  or  both. 
It  is  a  combination  of  the  two  which  the  present 
bill  is  drawn  to  make  possible.  If  those  who 
preach  that  America  must  be  quite  self-con- 
tained and  neither  buy  nor  sell  abroad — if  this 
group  are  to  have  their  way,  "we  must  be 
prepared  "  in  the  language  of  Secretary  Wallace, 
"to  make  permanent  the  withdrawal  from 
cultivation  of  over  50,000,000  acres  of  fairly 
good  farm  land";  and  the  resulting  economic 
and  social  dislocation  cannot  but  spell  extended 
human  suffering.  If,  on  the  other  hand,  those 
who    advocate    unlimited    and    uncontrolled 

*  production  and  the  sale  of  all  resulting  sur- 
pluses abroad  are  to  have  their  way,  there  is  a 
danger  that  the  resulting  flood  of  foreign 
importations  exchanged  for  these  surpluses 
might  work  injury  to  numerous  competing 
American  industries.  The  part  of  wisdom  is  to 
avoid  either  extreme — both  to  curtail  the 
production  of  surpluses  and  to  stimulate 
foreign  exchange,  but  each  within  reasonable 
limits.  That  is  the  administration  program. 
Through  the  agricultural  administration  suc- 
cessful efforts  are  being  put  into  effect  to  curtail 
the  production  of  unsalable  surpluses  and  thus 
avoid  inevitable  price  depressions  and  wide- 
spread human  suffering.  But  in  order  to 
reduce  so  far  as  possible  this  program  of 
curtailment,  a  parallel  and  complementary 
program  is   offered   by   the   proposed   bill   of 

>  making  possible  larger  sales  abroad. 

Clearly  the  only  way  in  which  America  can 
sell  her  surplus  goods  in  foreign  markets  is  to 
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trade  them  for  other  goods  or  services.  No 
other  course  is  possible;  for  we  have  learned 
the  evil  during  the  past  decade  of  sending 
American  goods  abroad  and  receiving  in  return 
nothing  but  promises  to  pay.  If  we  are  to 
avoid  throwing  additional  millions  of  Americans 
out  of  employment,  the  policy  of  bargaining 
our  way  into  the  markets  of  the  world  would 
seem  to  offer  the  only  practicable  solution  under 
present  conditions.  What  is  the  most  feasible 
machinery  for  achieving  this  end? 

Many  economic  and  monetary  causes  have 
-contributed  to  the  present  alarming  shrinkage 
of  world  trade.  Primary  among  these  is  the 
almost  universal  existence  of  high  trade  bar- 
riers built  up  in  a  frenzied  effort  to  gain  a  so- 
called  ''favorable  balance  of  trade"  by  shutting 
out  foreign  goods  in  disregard  of  the  inevitably 
disastrous  effect  upon  those  branches  of  agri- 
culture and  industry  which  depend  for  their 
very  existence  upon  a  world  market.  Most  of 
the  nations  have  erected  ever-mounting  tariff 
barriers;  they  have  imposed  quotas  limiting 
the  amount  of  imports ;  they  have  created  state 
monopolies  whereby  to  prevent  the  competi- 
tion of  foreign  goods;  they  have  established 
intricate  systems  of  control  over  foreign  ex- 
change, thus  limiting  the  supply  of  funds  avail- 
able for  foreign  trade.  The  difficulties  resulting 
from  such  a  network  of  barriers  can  be  success- 
fully overcome  only  by  agreements  between 
governments. 

Most  of  the  European  countries  have  devel- 
oped a  machinery  whereby  bargaining  agree- 
ments can  be  made  by  the  Executive  and  put 
into  force  immediately.  In  some  countries  no 
parliamentary  ratification  of  any  kind  is  neces- 
sary. In  the  majority  of  countries  parliamen- 
tary ratification  is  necessary,  but  the  agree- 
ments can  be  put  into  effect  at  once  and 
parliamentary  ratification  is  largely  a  matter 
of  form.  The  present  movement  is  strong  in 
this  direction.  In  many  important  countries 
tariff  changes  can  be  made  practically  over- 


night.    This  is  true  of  England,  of  Germany,  of 

Italy.  In  France  a  law  lias  just  been  passed, 
placing  added  authority  in  the  hands  of  the 
Executive  so  as  to  permit  rapid  tariff  adjust- 
ments. Only  today  news  reached  us  of  the 
enactment  of  a  similar  law  in  Japan. 

In  order  to  meet  the  difficulties  caused  by 
mounting  tariff  and  trade  barriers  throughout 
the  world,  foreign  countries  are  resorting  with 
increasing  frequency  to  the  negotiation  of  com- 
mercial agreements  based  upon  tariff  bargain- 
ing. Since  January  1,  1933,  no  fewer  than  68 
of  these  bargaining  agreements  have  been  made. 
If  the  United  States  is  to  retain  its  normal 
proportion  of  world  trade,  so  vital  to  its  welfare, 
and  if  it  is  to  regain  some  part  at  least  of  the 
trade  it  once  enjoyed,  it  is  imperative  that  we 
set  up  a  bargaining  machinery  which  will  enable 
us  to  compete  successfully  with  the  countries  of 
Europe.  They  give  to  their  Executives  broad 
powers  to  bargain  and  to  put  the  bargains 
promptly  into  force.  It  is  the  efficient  method, 
and  it  is  for  us  the  democratic  method,  because 
the  President  is  the  one  official  of  our  Govern- 
ment who  directly  represents  every  one  of  our 
125,000,000  people.  It  is  the  method  which  we 
must  use  if  we  are  to  deal  effectively  with  coun- 
tries which  are  winning  away  from  us  the  trade 
we  ought  to  have. 

It  is  this  world  situation  which  the  bill  re- 
cently introduced  into  Congress  for  the  creation 
of  tariff-bargaining  machinery  is  designed  to 
meet.  Under  this  bill  Congress  gives  to  the 
President  the  power  to  enter  into  foreign-trade 
agreements  "for  the  purpose  of  expanding  for- 
eign markets  for  the  products  of  the  United 
States".  In  order  to  give  effect  to  these  trade 
agreements  the  bill  empowers  the  President  to 
modify  existing  tariff  duties  within  certain 
limits. 

The  method  of  tariff  adjustment  embodied  in 
the  bill  is  not  in  fact  a  drastic  departure  from 
the  present  law.  Except  that  the  purpose  of  the 
enactment  is  to  increase  rather  than  to  hinder 
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American  foreign  trade,  the  delegation  of  power 
to  the  President  to  modify  tariff  duties  is  not 
unlike  the  existing  flexible  tariff  provisions 
under  which  the  President  is  authorized  to 
modify  tariff  rates  if  he  finds  foreign  countries 
engaging  in  unfair  practices  in  importing  goods 
into  the  United  States  or  discriminating  against 
American  commerce  or  producing  at  a  cost 
whose  difference  from  American  costs  is  not 
covered  by  the  existing  tariff  rate. 

There  is  no  power  which  cannot  be  abused; 
and  it  is  possible  to  conjure  up  groundless  fears 
in  the  minds  of  American  producers  and  manu- 
facturers lest  a  reckless  orgy  of  treaty  bargain- 
ing under  the  guise  of  an  "internationalist" 
program  so  flood  the  country  with  imported 
goods  as  to  bring  disaster  to  competing  Ameri- 
can manufacturers.     Theoretically  such  blind 
action  might  be  conceivable,  but  not  in  the 
world  of  fact.     Pressures  would  be  too  strong 
to  allow  the  President  to  follow  such  a  ruinous 
course  even  did  he  desire  to.     The  Government 
exists  to  promote  and  protect  American  manu- 
factures, not  to  ruin  them.     And  in  the  world 
of  actualities  it  is  self-evident  that  no  program' 
of  tariff  bargaining  can  be  entered  into  without 
the  most  painstaking  study  and  care.     The 
very  foundation  of  such  a  program  must  be 
avoidance  of  undue  injury  to  American  pro- 
ducers.    The  net  result  of  any  bargain  must 
be   dollars-and-cents   advantage   to   American 
producers  and  the  promise  of  additional  em- 
ployment to  American  laborers;  otherwise  no 
President  would  sanction  it.     This  means  un- 
avoidably the  working  out  of  a  careful  program 
before  any  actual  bargaining  takes  place;  and 
this  program  must  be  based  upon  a  thorough- 
going study  with  relation  to  each  commodity 
concerned  in  order  to  determine  what  would  be 
the  economic  effects  of  a  reduction  in  the  exist- 
ing tariff,  what  existing  duties  could  be  modified 
without  undue  injury  to  American  producers,  of 
what  importance  each  commodity  is  from  the 
viewpoint  of  national  defense,  how  far  each 
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constitutes  a  chief  source  of  supply  from  the 
country  under  consideration,  and  a  host  of  simi- 
lar questions.  During  the  course  of  this  study 
it  goes  without  saying  that  American  producers 
would  be  given  a  chance  to  be  heard  and  to  lay 
their  views  before  those  responsible  for  formu- 
lating the  program. 

No  one  could  have  made  a  more  positive 
statement  on  this  point  than  the  President  him- 
self. In  his  message  to  Congress,  speaking  of 
the  proposed  bill,  he  said: 

"The  exercise  of  the  authority  which  I  pro- 
pose must  be  carefully  weighed  in  the  light  of 
the  latest  information  so  as  to  give  assurance 
that  no  sound  and  important  American  in- 
terest will  be  injuriously  disturbed.  The  ad- 
justment of  our  foreign-trade  relations  must 
rest  on  the  premise  of  undertaking  to  benefit 
and  not  to  injure  such  interests.  In  a  time  of 
difficulty  and  unemployment  such  as  this,  the 
highest  consideration  of  the  position  of  the 
different  branches  of  American  production  is 
i  required." 

The  Secretary  of  State  in  his  testimony  be- 
fore the  Ways  and  Means  Committee  was 
equally  explicit.    What  he  said  was  this: 

"it  can  be  stated  with  emphasis  that  each  trade 
agreement  undertaken  would  be  considered 
with  care  and  caution,  and  only  after  the  fullest 
consideration  of  all  pertinent  information. 
Nothing  would  be  done  blindly  or  hastily." 

The  tariff-bargaining  program  is  part  of  a 
larger  constructive  scheme  for  decreasing  un- 
employment in  America  and  securing  a  return 
of  prosperity.  It  is  a  national  plan  based  upon 
large  vision  for  the  future  welfare  of  American 
agriculture  and  industry.  The  issue  raised  by 
the  bill  is  the  concern  of  every  one  of  the 
125,000,000  consumers  of  America.  It  affects 
directly  or  indirectly  every  American  home. 
Surely  those  who  really  care  for  the  welfare  of 
the  American  people  as  a  whole  will  want  to 

>  lend  their  support  to  the  great-hearted  man  in 
the  White  House  who  in  launching  this  bill  has 
shown  once  again  his  far-seeing  leadership  and 

^his  devotion  to  the  people  of  America. 
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THE  TRADE-AGREEMENTS 
PROGRAM ' 

It  gives  me  great  pleasure  to  address  you 
today  regarding  the  administration's  irade- 
agreements  program  beeause  of  the  extremely 
important  place  in  the  foreign  commerce  of 
the  United  States  which  Massachusetts  has 
held  from  the  earliest  days  of  this  country's 
history. 

The  early  settlers  in  Massachusetts  found 
that  nature  had  put  many  obstacles  in  the  way 
of  making  a  living  from  the  soil.  But  Massa- 
chusetts was  quick  to  realize  that  the  lack  of 
opportunity  for  farming  had  been  compen- 
sated in  the  excellent  fishing  grounds  nearby. 
Shipbuilding,  navigation,  and  commerce  pro- 
ceeded directly  from  this  industry,  giving  to 
Massachusetts  a  greater  interest  in  foreign 
trade  than  was  to  be  found  elsewhere  in  the 
American  colonies. 

This  audience  is  no  doubt  more  familiar  than 
I  with  the  growth  of  Massachusetts'  foreign 
trade.  During  the  colonial  period  Massa- 
chusetts developed  a  prosperous  trade  with  the 
West  Indies.  Grain,  pork,  fish,  and  lumber 
were  shipped  to  these  islands,  and  tropical 
products  were  brought  back  to  make  colonial 
life  easier  and  more  comfortable.  The  trade 
with  the  West  Indies  was  expanded  into  the 
famous  "triangular  trade".  Shippers  carried 
colonial  produce  to  the  West  Indies,  where 
they  loaded  sugar  and  molasses  for  Europe, 
and  completed  the  circuit  by  bringing  Euro- 
pean manufactures  to  the  Colonies. 

The  post-Revolutionary  trade  was  marked 
by  the  rich  commerce  with  the  Orient,  which 
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was  opened  by  the  voyage  of  the  Grand  Turk, 
which  sailed  from  Salem  in  1785.  The  New 
England  shipbuilders  developed  the  fast-sailing 
clipper  ships,  which  were  a  most  valuable  asset 
in  the  advancement  of  the  wide-flung  sea  trade. 
During  this  period  Massachusetts  harnessed 
the  abundant  water  power  of  her  swift  rivers 
to  build  up  a  manufacturing  industry.  It  was 
in  this  period  that  Massachusetts  began  to 
export  considerable  quantities  of  cotton  textiles. 

After  the  Civil  War,  Massachusetts  turned 
more  and  more  to  the  development  of  manu- 
facturing and  rapidly  gained  preeminence  as  a 
source  of  manufactured  products.  This  indus- 
try provided  the  basis  of  an  expanding  foreign 
trade.  Manufactures  were  exported  in  in- 
creasing amounts  and  replaced  agricultural  and 
fishing  products  as  the  chief  items  of  the  out- 
bound trade.  The  import  trade  changed  from 
the  purchase  of  manufactured  articles  to  that 
of  raw  material. 

Today  Massachusetts'  diversified  economic 
life,  based  principally  upon  manufacturing,  re- 
quires a  far  wider  market  than  is  to  be  found 
within  its  borders  and  requires  large  supplies 
of  raw  materials  which  cannot  be  obtained 
either  in  Massachusetts,  New  England,  or  the 
United  States.  Massachusetts'  trade,  however, 
like  that  of  other  parts  of  the  country,  has 
suffered  seriously  during  the  last  few  years. 
Exports  dropped  from  about  111  million  dollars 
in  1929  to  about  32  million  in  1933,  a  drop  of 
71  percent.  Massachusetts'  direct  stake  in 
world  trade,  therefore,  leads  me  to  believe 
that  it  has  a  vital  interest  in  the  administra- 
tion's program  for  expanding  foreign  commerce. 

I  have  endeavored  to  outline  briefly  the  im- 
portance of  Massachusetts'  direct  interest  in 
foreign  trade.  I  shall  now  indicate  that,  im- 
portant though  this  direct  interest  is,  New 
England  has  an  equal,  if  not  greater,  indirect 
interest  in  what  the  administration  is  doing  to 
restore  our  foreign  trade. 

Since  1929,  the  world  has  passed  through 
economic  distress  and  suffering  without  parallel 


in  peace  time.  Every  country  has  experienced 
the  ravages  of  unemployment,  of  dislocated 
business  conditions,  and  of  acute  want,  which 
have  lowered  the  standard  of  living  and  brought 
tragedy  into  the  lives  of  millions  of  people. 
The  effect  of  the  depression  has  been  shattering 
in  the  realm  of  international  trade.  World 
trade  has  dropped  in  volume  to  70  percent  of 
the  1929  level;  in  value,  to  30  percent  of  the 
1929  figure.  The  United  States  has  not  come 
through  this  debacle  unscathed.  Its  foreign 
trade  dropped  from  about  9#  billion  dollars  in 
1929  to  approximately  2  billion  dollars  in  1933. 
Not  only  has  American  trade  suffered,  but 
relatively  it  has  been  more  adversely  affected 
than  that  of  other  leading  trading  nations  of 
the  world.  For  instance,  the  proportion  of  the 
world's  trade  enjoyed  by  France  during  the 
period  1929-32  increased  from  6.19  to  7.31, 
whereas  the  American  proportion  dropped  from 
13.83  to  10.92. 

This  distressing  situation  was  the  cause  of 
great  concern  to  the  administration,  because 
of  the  importance  of  foreign  markets  as  out- 
lets for  some  of  the  country's  basic  products. 
Normally  55  to  60  percent  of  the  cotton  is  ex- 
ported; 50  percent  of  the  lard;  40  percent  of 
the  tobacco;  and  20  percent  of  the  wheat. 
With  respect  to  industrial  goods,  40  percent  of 
the  typewriters  produced  in  1929  were  ex- 
ported; 29  percent  of  the  sewing  machines  and 
printing  machinery;  23  percent  of  the  cash 
registers  and  calculating  machines;  12  percent 
of  the  rubber  boots  and  shoes;  10  percent  of 
the  automobiles;  and  from  5  to  10  percent  of 
iron  and  steel  products. 

The  drastic  decline  in  the  foreign  markets 
for  these  goods  has  already  resulted  in  an 
unprecedented  lowering  of  production  levels 
and  in  the  unemployment  of  hundreds  of 
thousands  of  workers,  and  has  reduced  the 
purchasing  power  of  the  rest  of  the  country  for 
New  England's  products.  The  Secretary  of 
Agriculture  has  estimated  that  if  our  foreign 
markets  are  not  restored,  it  will  be  necessary 


to  retire  permanently  about  40  to  50  million 
acres  of  average  crop  land. 

A  more  detailed  statement  of  precisely  how 
the  administration  intends  to  deal  with  the 
situation  and  of  the  principles  underlying  the 
administration's  policy  may  be  of  interest  to 
you. 

Investigations  disclosed  that  although  much 
of  the  trade  decline  was  the  direct  result  of  the 
depression,  some  of  America's  largest  custom- 
ers had  aggravated  the  situation  by  erecting 
barriers  against  imports.  Quotas,  prohibi- 
tions, exchange  restrictions,  and  numerous 
other  economic  and  currency  impediments  have 
clogged  the  channels  in  which  American  goods 
had  formerly  flowed  abroad.  Many  countries, 
by  Executive  action,  had  negotiated  commer- 
cial agreements  designed  to  expand  trade  in 
the  face  of  these  many  difficulties.  At  that 
time,  the  Executive  power  in  this  country  was 
without  authority  to  put  into  effect  trade 
agreements  with  foreign  governments  without 
the  delays  incident  to  obtaining  the  consent  of 
Congress.  To  protect  American  interests,  it 
was  essential  that  the  Executive  be  placed  in  a 
position  where  in  a  given  moment  he  could 
act  promptly. 

To  enable  the  United  States  to  regain  its 
foreign  markets  and  to  put  it  on  an  equal  foot- 
ing in  the  negotiation  of  trade  agreements,  the 
Congress,  at  the  instance  of  the  President, 
passed  the  so-called  " Trade  Agreement  Act". 
This  legislation  confers  authority  upon  the 
Executive  to  enter  into  trade  agreements  with 
foreign  countries  without  the  necessity  of  re- 
ferring such  agreements  to  Congress  for  ap- 
proval. In  exchange  for  concessions  granted 
on  American  products,  the  President  is  em- 
powered to  reduce  rates  of  duty  on  foreign 
products  entering  this  country  by  not  to 
exceed  50  percent. 

The  theory  behind  this  legislation  is,  I  am 
sure,  obvious  to  you.  In  order  to  promote  for- 
eign markets  for  the  products  of  the  United 


States  it  is  necessary  to  assist  foreign  countries 
to  secure  t ho  moans  of  payment  for  imports  of 
American   goods.     No   policy   of   the   previous 

administration  was  more  ruinous  than  that 
which  was  based  upon  the  assumption  that 
American  export  trade  could  be  indefinitely 
expanded  without  a  corresponding  increase  in 
goods  imported.  Exports  must  be  paid  for — 
that  is,  unless  the  United  States  is  to  play  fairy 
godfather  to  the  rest  of  the  world  by  making 
uncollectible  loans  to  finance  this  trade.  The 
experience  of  the  people  of  this  country  in  for- 
eign investments  has  been  far  from  happy,  and 
it  appears  that  our  bankers,  far  from  thinking 
of  extending  new  short-term  loans,  are  now 
chiefly  concerned  with  collecting  those  already 
advanced. 

All  clear- thinking  people  will  agree,  I  be- 
lieve, that  in  order  to  sell,  it  is  necessary  to  buy. 
There  is  less  unanimity  of  thought,  however,  on 
the  proposition  that  the  United  States  as  a 
creditor  nation  must  currently  import  more 
goods  and  services  than  it  exports,  unless  its 
current  loans  are  greater  than  the  interest  due, 
which,  of  course,  cannot  continue  indefinitely 
without  default  on  old  loans. 

Until  the  World  War,  this  country  was  the 
debtor  of  Europe,  from  which  it  had  borrowed 
to  build  houses,  railroads,  factories;  in  short, 
to  construct  its  agricultural  and  industrial 
plant.  In  order  to  pay  interest  on  and  amor- 
tize this  indebtedness,  an  excess  of  exports  over 
imports  was  essential .  Inasmuch  as  high  tariffs 
cut  down  purchases  from  abroad,  there  is  that 
justification  for  tariffs  in  a  debtor  country 
that  needs  a  favorable  balance  of  exports  over 
imports. 

The  World  War  in  more  ways  than  one 
marked  a  turning  point  in  the  economic  history 
of  the  United  States.  Almost  overnight,  from 
a  debtor,  this  country  became  a  creditor.  Not 
only  was  the  major  part  of  the  foreign  indebted- 
ness paid  off,  but  vast  sums  were  loaned  abroad 
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by  both  the  Government  and  the  people  of  the 
United  States. 

Under  the  new  conditions,  the  old  formula  of 
an  excess  of  exports  over  imports  required  a 
change  in  policy.  Instead  of  high  protective 
duties  that  excluded  many  goods,  lower  duties 
were  in  order  so  that  foreign  countries  might 
acquire  the  means  of  payment  for  liquidating 
their  indebtedness.  However,  during  the  post- 
war period  the  American  tariff,  instead  of  being 
lowered,  was  raised.  That  this  policy  did  not 
sooner  result  in  defaults  was  due  to  the  prodi- 
gality of  the  American  people,  who  loaned  enor- 
mous sums  to  these  debtor  countries,  a  part  of 
which  was  employed,  in  true  Ponzi  fashion,  in 
meeting  debt  service.  When  the  flow  of  loans 
dried  up,  it  was  only  a  question  of  time,  in 
view  of  the  tariff  policy  then  prevailing,  as  to 
when  wholesale  defaults  would  occur. 

The  administration's  tariff  policy,  however, 
recognizes  the  necessity,  unless  extremely  diffi- 
cult readjustments  are  to  be  undertaken,  of 
disposing  of  a  large  part  of  our  production 
abroad,  and  the  desirability  of  helping  to  bring 
about  conditions  which  will  make  it  possible 
for  our  foreign  debts  to  be  repaid. 

Having  described  the  objectives  of  the  ad- 
ministration's tariff  policy,  it  seems  appropri- 
ate to  mention  some  of  the  fallacies  which  con- 
tinue to  obscure  the  tariff  question.  Perhaps 
the  most  persistent  of  these  fallacies  is  the 
notion  that  the  high  standard  of  living  of  this 
country  is  a  result  of  a  high  tariff.  Only  a 
few  years  ago,  wage-earners  were  told  that 
"the  full  dinner  pail"  would  be  empty  with- 
out the  tariff.  The  Hawley-Smoot  tariff  of 
1930  provides  the  highest  rates  in  the  history 
of  the  United  States.  On  the  "full  dinner 
pail"  theory,  labor  should  be  better  off  today 
than  ever  before.  Instead,  many  millions 
have  neither  jobs  nor  dinner  pails. 

The  fact  is  that  our  high  standard  of  living 
is  not  a  result  of,  but  rather  in  spite  of,  the 
tariff.     In    the   words   of   Secretary   Wallace, 


"the  fundamental  cause  is  simply  that  we 
have  a  small  efficient  population  relative  to 
huge  natural  resources.  ...  In  a  broad,  gen- 
eral way  the  physical  standard  of  living  in  the 
United  Stat os  can  exceed  the  standard  in 
foreign  countries  only  to  the  extent  that  our 
labor  turns  out  more  goods  than  the  labor  of 
other  men  does  elsewhere.  In  parts  of  Europe 
and  the  Orient,  labor  may  receive  only  one- 
fourth  or  even  one-tenth  of  United  States 
wages,  but  the  output  of  labor  per  hour  in 
these  regions  is  likely  to  be  so  low  as  largely  to 
counteract  the  effect  of  the  low  wages." 

The  conclusions  of  Secretary  Wallace  are 
based  upon  ample  statistical  data.  The  Tariff 
Commission,  for  example,  made  a  study  of 
blown-glass  tableware.  It  was  found  that  the 
man-hour  output  for  domestic  hand-blown 
articles  was  approximately  double  the  man- 
hour  output  of  Czechoslovakian  workers.  It 
is  not  surprising,  therefore,  that  the  wage 
rates  of  the  American  workers  were  higher. 
The  International  Labor  Office,  which  the 
United  States  has  recently  joined,  made  a 
study  of  production  in  the  coal  industry  in 
various  countries,  and  it  was  found  that,  in 
1931,  the  daily  output  per  underground 
worker,  in  short  tons,  was  1 .8  for  Upper  Silesia, 
Poland  1.6,  Czechoslovakia  1.2,  and  in  France 
less  than  1.  Somewhat  comparable  studies 
made  in  the  bituminous  coal  industry  in  the 
United  States  show  a  production  of  more  than 
5  tons  per  worker  per  day. 

Our  efficient  industries  do  not  need  tariffs. 
It  is  the  inefficient  industries  that  require  pro- 
tection. Moreover,  it  is  the  efficient  industries 
that  have  always  led  the  way  toward  wage 
increases.  The  inefficient,  tariff-protected  in- 
dustries generally  have  fought  wage  increases. 
As  Professor  Taussig  has  aptly  said,  "  Those 
countries  have  high  money  wages  whose  labor 
is  efficient  in  producing  exported  commodities, 
and  whose  exported  commodities  command  a 
good  price  in  the  world's  markets." 
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To  this  generalization  there  are,  of  course, 
sound  and  valid  exceptions.  Some  types  of 
production  are  not  adapted  to  mass-production 
methods.  In  these  branches  countries  with  low 
labor  costs  can  produce  for  export  specialties 
more  cheaply  than  can  the  United  States. 
Moreover,  it  is  obvious  that  a  too  sudden 
reduction  of  duties  would  have  an  unsettling 
effect.  There  are  many  duties  on  commodities 
of  which  domestic  production  is  negligible,  if 
not  nonexistent,  that  could  be  reduced  immedi- 
ately. Then  there  are  other  duties  that  should 
be  gradually  reduced.  But,  lest  the  impression 
be  gained  that  the  administration  intends  to 
cut  rates  of  duties  indiscriminately,  I  can  assure 
this  audience  that  the  administration  is  pro- 
ceeding with  painstaking  care.  Naturally,  at 
a  time  when  recovery  is  our  major  problem  our 
Government  is  not  disposed  to  endanger  the 
employment  in  industry  of  the  American 
worker.  Recommendations  with  respect  to  the 
provisions  of  trade  agreements  are  formulated 
only  after  the  most  exhaustive  studies.  Every 
trade  agreement  to  be  concluded  must  be  con- 
sidered by  an  interdepartmental  organization 
on  which  are  represented  all  the  interested 
Government  agencies — the  Departments  of 
State,  Treasury,  Commerce,  and  Agriculture, 
the  Tariff  Commission,  the  AAA,  the  NRA, 
and  the  Special  Adviser  to  the  President  on 
Foreign  Trade.  Both  as  to  the  concessions  to 
be  requested,  and  the  concessions  to  be  offered, 
detailed  analysis  based  on  the  fullest  data 
available  is  made  by  this  interdepartmental 
organization.  The  administration  is  especially 
desirous  of  receiving  suggestions  from  industry 
and  from  agriculture  as  to  changes  in  rate  of 
duty,  nomenclature,  basis  of  assessment  of  duty, 
etc.  A  special  committee,  the  Committee  for 
Reciprocity  Information,  has  been  established, 
with  offices  at  the  Tariff  Commission,  to  receive 
comments  from  trade  sources.  All  data  sub- 
mitted are  immediately  distributed  to  the  proper 
departments,  where  they  are  analyzed. 


The  first  and  only  trade  agreement  con- 
cluded so  far  is  the  one  with  Cuba.  Cuba  is 
one  of  our  nearest  neighbors  geographically, 
and  closest  in  sentiment.  Thirty-five  years 
ago  1  ho  United  States  assisted  the  Cuban  people 
to  obtain  liberty  and  establish  an  independent, 
republic.  Unfortunately,  since  that  time,  as  a 
result  of  the  so-called  "Piatt  Amendment", 
which  gave  the  United  States  the  permissive 
right  to  intervene  in  Cuba  to  maintain  a  gov- 
ernment "adequate  for  the  protection  of  life, 
property,  and  individual  liberty",  the  United 
States  directly  or  indirectly  guided  the  destinies 
of  Cuba,  with  disastrous  results.  In  1933, 
when  President  Roosevelt  took  office,  Cuba  was 
ruled  by  the  tyrannical  dictatorship  of  General 
Machado.  Moreover,  largely  as  a  result  of 
the  Hawley-Smoot  Tariff  Act,  Cuban  economic 
life  was  prostrate.  Poverty,  starvation,  and 
their  companion,  terrorism,  stalked  throughout 
the  island. 

It  is  not  my  purpose  here  to  recall  the  events 
that  led  to  the  resignation  of  General  Machado, 
the  eventual  assumption  of  the  Provisional 
Presidency  by  that  fine  patriot,  Carlos  Men- 
dieta,  and  the  signature  of  a  new  treaty  of 
relations  that  abolished  the  Piatt  Amendment. 
Suffice  it  to  say  that  it  is  my  hope  and  belief 
that  Cuba  is  on  the  road  to  democratic  con- 
stitutional government,  to  economic  prosperity, 
and  to  social  stability. 

The  tyranny  of  General  Machado  had  its 
roots  in  the  distressing  economic  condition  of 
Cuba,  and  it  was  obvious  that  no  permanent 
solution  of  the  political  problem  could  be 
effected  as  long  as  the  economic  life  of  Cuba  was 
strangled.  Inasmuch  as  the  Cuban  economy 
is  built  upon  exports,  improvement  is  dependent 
upon  the  extent  to  which  Cuban  products 
find  foreign  markets.  The  United  States 
has  been  and  is  Cuba's  largest  customer,  also 
its  largest  supplier.  Cuba  has  always  sold 
here  the  major  portion  of  its  sugar  and  a  large 
share  of  its  tobacco,  and  in  return  has  pur- 
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chased  here  about  two-thirds  of  its  manufac- 
tured goods  and  foodstuff  requirements.  Thus 
the  basis  for  reciprocity  already  existed.  An 
improvement  in  trade  awaited  only  the  recti- 
fication of  the  tariff  barriers  erected  by  both 
countries  either  as  revenue  or  protective 
measures.  That  an  improvement  was  desir- 
able is  obvious  from  a  glance  at  the  trade 
statistics.  In  1924,  total  trade  between  the 
two  countries  was  over  550  million  dollars;  in 
1933,  only  75  million  dollars.  Its  restoration 
was  the  aim  of  the  trade  agreement. 

At  the  time  the  preparatory  studies  for  the 
agreement  were  undertaken,  I  was  impressed 
with  the  amount  of  trade  which  Massachusetts 
had  at  one  time  enjoyed  with  Cuba.  The 
prosperous  Cuban  market  had  dwindled  away, 
however,  exports  in  1933  being  only  29  percent 
of  those  in  1929. 

In  the  agreement  concluded  on  August  24, 
Cuba  made  concessions  on  a  wide  range  of 
products  that  should  assist  Massachusetts  to 
regain  its  lost  trade.  Of  prime  interest  are  the 
lower  duties  on  hardware  and  cutlery,  indus- 
trial machinery,  rubber  products,  office  appli- 
ances, iron  and  steel  manufactures,  nonferrous 
metal  manufactures,  paper  and  cardboard 
manufactures,  and  electrical  machinery  and 
appliances.  These  concessions  took  the  form  of 
either  a  reduction  in  rates  or  increases  in  pref- 
erences. The  first  method,  which  does  not 
alter  the  relationship  between  the  general 
rates  of  duties  applied  to  all  third  countries 
and  the  preferential  rates  to  the  United  States, 
was  employed  in  those  cases  where  the  American 
products  encounter  little  or  no  competition 
from  foreign  sources.  Obviously  a  lowering 
of  the  tariff  hurdles  was  the  desideratum. 
The  second  method,  increases  in  preference, 
was  resorted  to  when  American  products 
were  having  difficulty  in  meeting  foreign  com- 
petition. It  has  the  effect  of  increasing  the 
spread  in  dollars  between  the  general  duties 
and  those  applied  on  American  goods,  thereby 
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making  it  possible  for  American  goods  to  be 
offered  more  cheaply  than  competing  foreign 
goods. 

These  concessions,  which  are  already  proving 
to  be  of  enormous  benefit  to  the  United  States, 
were  in  some  eases  at  the  expense  of  Cuba's 
domestic  industries.  In  certain  cases,  how- 
ever, where  local  enterprise  was  adequately 
supplying  the  market  demand,  and  at  reason- 
able prices,  the  Cuban  authorities  were  natural- 
ly unwilling  to  make  the  concessions  desired  by 
the  United  States.  To  those  manufacturers 
who  may  possibly  believe  that  insufficient 
concessions  were  obtained  in  some  schedules,  I 
would  suggest  that  they  reverse  the  situation 
and  ask  themselves  whether  they  would  have 
approved  of  this  Government  making  tariff 
reductions  on  commodities  produced  by  effi- 
cient, well-organized,  and  established  indus- 
tries. It  is  not  the  purpose  of  the  trade-agree- 
ments program  to  request  foreign  countries  to 
reduce  duties  that  would  jeopardize  efficient 
domestic  industries  nor  to  lower  our  tariffs  in 
similar  cases. 

The  agreement  had  instantaneous  results. 
Imports  from  the  United  States,  exclusive  of 
coal,  which  is  on  the  free  list,  increased  from 
about  26,700  tons  in  September  1933  to  43,340 
tons  in  the  same  month  of  1934,  a  trade  expan- 
sion of  over  60  percent.  Although  it  should  be 
mentioned  that  some  orders  presumably  were 
delayed  by  Cuban  importers  pending  signature 
of  the  trade  agreement,  it  cannot  be  denied 
that  the  bulk  of  this  60  percent  increase  in  trade 
was  the  result  of  purchases  that  previously 
either  would  not  have  been  made,  or  would  have 
been  placed  with  foreign  countries. 

Massachusetts  has  participated  in  this  trade 
expansion.  The  commercial  attache  at  Habana 
informs  me  that  between  September  6  and  26, 
four  steamships  from  the  port  of  Boston  ar- 
rived, with  1,473  tons  of  miscellaneous  cargo. 
The  shipments  included  hides,  leather,  paper 
and  cardboard  products,  cotton  goods,  chemi- 
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cals,  wire  and  nails,  paints,  machinery,  and 
medicines.  This  is  by  no  means  the  full  picture, 
inasmuch  as  some  Massachusetts  manufac- 
turers export  from  other  ports  than  Boston. 
The  commercial  attache  further  reports  that 
there  has  been  such  a  brisk  demand  for  prod- 
ucts from  Massachusetts  and  New  England, 
including  potatoes  from  Maine,  which  pre- 
viously had  been  displaced  in  the  Cuban  mar- 
ket by  Canadian  potatoes,  that  one  steamship 
company  has  put  its  sailing  from  Boston  on  a 
weekly  instead  of  a  fortnightly  basis.  Al- 
though this  service  may  revert  to  its  former 
basis,  at  present  there  appears  to  be  sufficient 
business  to  justify  its  continuance. 

The  country  as  a  whole  has  benefited  also, 
which  will  interest  Massachusetts  because  of 
the  enormous  sale  of  its  products  to  other  sec- 
tions. Since  a  large  percentage  of  Massachu- 
setts production  is  sold  to  the  rest  of  the  coun- 
try, it  is  evident  therefore  that  Massachusetts 
prospers  when  the  rest  of  the  country  prospers. 
To  the  extent,  therefore,  that  the  farmers  of 
the  country  sell  more  foodstuffs  to  Cuba,  new 
markets  within  this  country  will  be  opened  up 
for  the  purchase  of  Massachusetts  goods.  For 
instance,  it  is  estimated  that  next  year  ap- 
proximately 50  million  pounds  of  lard  will  be 
exported  to  Cuba.  In  1933  about  9%  million 
pounds  were  shipped.  With  an  expanded 
income  from  the  sale  of  agricultural  produce, 
farmers  should  purchase  more  textiles,  shoes, 
machinery,  and  other  goods  produced  in 
Massachusetts. 

In  effect  only  7  weeks,  the  trade  agreement 
with  Cuba  has  already  demonstrated  the  enor- 
mous benefits  to  be  derived  from  the  trade-agree- 
ments program.  Spurred  by  the  enthusiastic 
reception  that  manufacturers  and  farmers  have 
given  the  Cuban  agreement,  the  administration 
has  announced  that  negotiations  shortly  will 
be  undertaken  with  twelve  countries.  These 
are  Brazil,  Colombia,  Haiti,  the  five  republics 
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of  Central  America,  and  four  European  coun- 
tries, Belgium,  Sweden,  Spain,  and  Switzerland. 
The  preliminary  studies  for  these  negotiations 
have  been  speeded,  and  conversations  with  (he 
diplomatic  envoys  will  begin  any  day.  I  can 
foresee  no  reason  why  these  agreements  should 
not  continue  the  expansion  of  foreign  trade 
already  begun  by  the  Cuban  agreement. 

In  conclusion,  let  me  again  say  that  the 
administration  is  most  desirous  of  receiving 
data  and  suggestions.  I  urge  that  anyone  here 
today,  or  any  industry  or  trade  association 
that  has  an  interest  in  seeing  a  particular 
tariff  adjustment  made  in  connection  with  any 
of  the  agreements  about  to  be  negotiated,  make 
known  his  views  to  the  administration  at  the 
earliest  opportunity. 
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INTERNATIONAL  TRADE 

INDISPENSABLE  TO  FULL  AND  STABLE 
DOMESTIC  PROSPERITY^ 

It  is  very  agreeable  to  have  the  opportunity 
to  discuss  world  trade  before  this  representative 
body  and  to  tell  something  of  the  Government's 
plans  to  revive  it.  Because  of  its  wide  knowl- 
edge and  experience,  the  National  Foreign 
Trade  Council  has  always  taken  an  enlightened 
view  regarding  the  exchange  of  commodities 
between  our  country  and  others,  and  has  been 
sympathetic  to  all  efforts  to  facilitate  this 
movement.  I  feel,  therefore,  that  in  deploring 
the  strangulation  of  international  commerce  by 
quotas,  embargoes,  exchange  restrictions,  and 
other  methods,  and  urging  the  immediate 
adoption  of  measures  to  release  the  victim,  I 
shall  be  speaking  to  an  understanding  audience. 
But  there  are  other  elements  in  the  public  who 
are  not  so  wTell  informed,  who  still  believe  we 
can  and  should  live  to  ourselves,  and  that  we 
can  safely  ignore  the  interests  of  the  rest  of  the 
world.  Although  there  are  indications  that 
this  belief  is  not  so  generally  and  passionately 
held  as  before  the  depression  had  caused  us  to 
do  some  hard  thinking,  it  still  persists  in  suffi- 
cient strength  to  make  itself  heard  and  felt. 
Our  task  is  to  persuade  this  class  that  their 
view  is  narrow  and  short-sighted,  and  that  not 
only  the  general  welfare  but  intelligent  self- 
interest  also  demands  that  it  should  be  aban- 
doned. Economic  education  is  one  of  the 
world's  greatest  needs  today. 


1  Address  of  the  Honorable  Cordell  Hull,  Secretary 
of  State,  read  by  the  Honorable  Francis  B.  Sayre, 
Assistant  Secretary  of  State,  at  the  World  Trade  Din- 
ner of  the  National  Foreign  Trade  Council,  New  York 
City,  Thursday,  Nov.  1,  1934. 
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No  statistical  stimulant  is  needed  to  arouse 
you  to  consciousness  of  the  present  sad  state 
of  international  trade.  But  let  me  mention 
briefly  a  few  striking  figures.  World  trade 
comprising  exports  and  imports,  of  a  value  of 
$68,000,000,000  in  1929,  had  shrunk  in  1933  to 
$24,000,000,000,  and  the  share  of  the  United 
States  in  it  had  fallen  from  around  $10,000,- 
000,000  in  1929  to  about  $2,500,000,000  in 
1933.  Our  domestic  exports  in  1932  were 
valued  at  $1,576,000,000,  which  was  the 
lowest  figure  for  30  years.  Not  since  1904 
has  their  value  been  so  low.  For  1933,  they 
had  increased  approximately  $100,000,000. 

In  the  light  of  such  an  appalling  loss,  how 
can  any  thinking  person  desiring  his  own  and 
his  country's  prosperity  fail  to  search  out  the 
causes  of  the  disaster  and  seek  to  remove 
them?  It  should  be  obvious,  it  seems  to  me, 
that  if  this  could  happen  when  the  country 
was  under  the  highest  tariff  in  its  history,  then 
high  tariffs  could  not  be  the  infallible  and 
inevitable  producers  of  prosperity  they  had 
been  represented  to  be.  Yet  despite  this  very 
simple  demonstration  with  its  necessary  con- 
clusion, despite  the  fact  that  for  nearly  5  years 
the  nations  of  the  world  have  had  the  most 
complete  try-out  of  the  policy  of  economic 
isolation  and  find  themselves  fundamentally 
worse  off  than  before,  there  are  those  right 
now  who  are  loudly  demanding  that  tariff 
rates  be  still  further  increased. 

To  find  one  of  the  main  sources  of  our  dis- 
tress is  not  difficult.  At  the  close  of  the 
World  War,  the  United  States,  which  during 
all  of  its  previous  existence  had  been  a  debtor 
to  the  world,  suddenly  found  itself  a  creditor 
nation.  It  had  no  organization  or  machinery 
to  fulfill  that  function,  and  very,  very  few  of 
its  political  or  industrial  leaders  had  the  vision 
to  comprehend  what  the  new  position  of  the 
United  States  meant  or  what  possibilities  it 
held  out.  No  greater  opportunity  ever  con- 
fronted a  nation  than  was  presented  to  us  at 


that  moment.  Every  circumstance  conspired 
to  favor  us.  Politically,  we  enjoyed  the  good 
will  of  virtually  all  countries.  Economically, 
most  of  the  world  was  hungering  for  the  com- 
modities of  peace  which  we,  with  our  produc- 
tion speeded  up  by  the  war,  could  supply.  AH 
that  was  required  to  give  us  supremacy  in 
every  line  of  international  endeavor  was  the 
wisdom  to  comprehend  the  situation  and  the 
statesmanship  to  take  advantage  of  it.  But 
we  missed  this  opportunity.  Instead  of  meet- 
ing the  urgent  demand  for  our  goods  from  the 
countries  which  had  their  supplies  exhausted 
by  war,  and  permitting  them  to  pay  in  such 
commodities  as  they  could  still  produce,  we 
raised  our  tariff  barrier  higher  so  as  to  exclude 
them.  This  would  have  meant  an  equally 
profitable  exchange  of  surpluses,  and  so  did 
not  mean  that  the  United  States  would  be  ex- 
pected to  take  commodities  it  did  not  need  or 
did  not  want,  or  which  would  seriously  affect 
our  own  domestic  production  of  the  same  com- 
modities on  a  satisfactory  basis.  By  emer- 
gency legislation,  and  by  regular  legislation 
later,  we  served  notice  on  our  would-be  cus- 
tomers that  we  would  do  business  with  them 
for  cash  only,  as  we  did  not  want  their  products. 
In  his  message  of  March  3,  1921,  returning 
the  so-called  " emergency  tariff  bill"  to  Con- 
gress without  his  approval,  President  Wilson 
pointed  out  that  the  United  States  had  become 
a  creditor  nation  and  that  Europe  was  in  debt 
to  it  both  governmentally  and  commercially. 
He  noted  that  these  debts  could  be  paid  only 
by  the  establishment  of  private  credits,  by  the 
transfer  of  gold,  or  by  the  delivery  of  com- 
modities. The  first  method  was  not  possible, 
he  said;  the  second  was  also  not  possible,  but 
even  if  it  were,  would  prove  embarrassing  to 
us;  and  that  left  only  the  third  wa3^.  President 
Wilson  then  continued: 

"  If  we  wish  to  have  Europe  settle  her  debts, 
governmental  or  commercial,  we  must  be  pre- 
pared to  buy  from  her,  and  if  we  wish  to  assist 


Europe  and  ourselves  by  the  export  either  of 
food,  of  raw  materials,  or  finished  products,  we 
must  be  prepared  to  welcome  commodities 
which  we  need  and  which  Europe  will  be  pre- 
pared, with  no  little  pain,  to  send  us. 

"  Clearly,  this  is  no  time  for  the  erection  here 
of  high  trade  barriers.  It  would  strike  a  blow 
at  the  large  and  successful  efforts  which  have 
been  made  by  many  of  our  great  industries  to 
place  themselves  on  an  export  basis.  It  would 
stand  in  the  way  of  the  normal  readjustment  of 
business  conditions  throughout  the  world, 
which  is  as  vital  to  the  welfare  of  this  country 
as  to  that  of  all  the  other  nations.  The  United 
States  has  a  duty  to  itself  as  well  as  to  the 
world,  and  it  can  discharge  this  duty  by  widen- 
ing, not  by  contracting,  its  world  markets." 

This  warning  of  President  Wilson,  which  in 
the  light  of  subsequent  events  may  be  called  a 
prophecy,  was  not  heeded.  To  the  folly  of  the 
emergency  tariff  was  added  the  Fordney- 
McCumber  tariff,  with  its  then  unprecedentedly 
high  rates.  But  though  we  thus  discouraged 
importations,  we  still  insisted  on  keeping  up 
our  exports.  When  we  found  other  countries  j 
unable  to  buy  because  their  goods  were  refused 
even  to  the  extent  that  would  have  been! 
highly  profitable  to  us  and  they  had  no  cash 
or  could  arrange  no  credit,  we  provided  them 
with  both  to  the  extent  of  billions  of  dollars. 
These  loans,  largely  improvident,  bore  little : 
or  no  relation  to  sound  foreign  loans  and  in-' 
vestments,  which  are  justifiable  as  a  general 
policy.  For  6  or  7  years,  we  played  this  merry 
game  of  booming  business  by  both  selling  on 
credit  and  buying  from  ourselves.  The  show 
looked  so  good  to  those  who  never  thought  to 
peep  behind  the  scenes  or  to  examine  the 
fragile  supports  of  the  stage  that  they  deter- 
mined to  continue  the  engagement.  The 
Hawley-Smoot  Act  of  1930  lifted  the  tariff  rates 
still  higher  into  the  realm  of  fantasy.  About 
that  time,  we  decided  we  would  like  to  have  - 
some  of  the  money  which  we  had  lent  foreigners 
to  buy  our  goods  paid  back.  Then,  to  our 
amazement,  we  found  much  of  this  could  not 
immediately    be    paid,    and    probably    never 


would  bo.  So  a  great  deal  of  our  glittering 
volume  of  exports  boon  me  simply  a  present  of 
several  billion  dollars'  worth  of  commodities 
to  other  peoples. 

How  many  times  many  of  you,  in  looking 
back  over  these  last  years,  must  have  regretted 
that  this  country  failed  to  sense  and  seize  the 
great  opportunity  that  was  offered  to  it  just 
after  the  war!  Is  there  any  intelligent,  un- 
prejudiced student  of  events  who  does  not  now 
realize  the  soundness  of  President  Wilson's 
warning  given  13  years  ago? 

The  appalling  repercussions  of  the  1930  tariff 
act  upon  our  own  domestic  prosperity  bring 
home  the  lesson  that  in  this  day  and  age  the 
tariff  is  no  longer  a  purely  domestic  issue.  We 
learned  that  a  prohibitive  protective  tariff  is 
a  gun  that  recoils  upon  ourselves.  The  time 
was  when  we  could  fix  the  tariff  to  suit  our- 
selves without  serious  injury  to  our  exports, 
then  consisting  largely  of  raw  materials  of 
which  we  were  the  chief  source  of  supply. 
That  day  is  gone.  We  now  face  vigorous 
world  competition  in  both  our  agricultural  and 
our  industrial  products.  Slamming  the  door 
shut  against  foreign  products,  we  have  found 
the  door  shut  against  our  own  products. 
Other  countries  were  forced  to  raise  their 
tariffs  as  a  means  of  protection  in  retaliation 
for  our  own  exclusive  attitude.  At  last,  with 
most  countries  frantically  building  barriers  of 
tariffs,  quotas,  import  licenses,  and  exchange 
restrictions  against  their  neighbors,  interna- 
tional trade  has  been  choked  down  to  a  frac- 
tion of  what  it  was.  With  a  cessation  of  our 
foreign  lending,  we  have  found  that  we  can- 
not continue  to  export  without  importing 
goods.  The  blocked  balances  which  our  ex- 
porters are  now  facing  in  various  parts  of  the 
world  are  the  conclusive  prqpf  that  exports 
cannot  continue  indefinitely  without  an  ex- 
pansion of  imports.  Foreign  countries  do  not 
have  the  purchasing  power  with  which  to  pay 
for  our  goods.  They  cannot  borrow  indefi- 
nitely.    They  cannot  send  us  any  appreciable 
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additional  quantity  of  gold.  We  have  reached 
the  end  of  the  road.  The  frail  stage  of  our 
play-acting  has  collapsed  and  our  dream  world 
dissolved. 

The  excess  of  exports  based  on  loans,  the  in- 
evitable collapse  of  foreign  lending,  the  conse- 
quent gap  in  the  balance  of  payments  of  debtor 
countries,  the  ensuing  break-down  of  curren- 
cies, and  the  strenuous  effort  to  close  the  gap 
in  the  balance  of  payments  by  a  restriction  on 
imports,  with  consequent  demoralization  of 
world  trade  and  international  prices — these  are 
basic  factors  in  the  world-wide  depression  and 
the  complicated  tangle  in  which  we  now  find 
ourselves. 

Naturally,  I  do  not  wish  to  say  that  the  sharp 
reduction  in  international  trade  brought  about 
by  the  various  restrictions  I  have  enumerated 
was  the  sole  cause  of  the  economic  depression. 
But  it  must  be  admitted,  I  think,  that  it  was* 
one  of  the  most  potent  contributing  causes. 
And  it  shows  clearly,  to  my  mind,  how  much  a 
healthy,  balanced,  enduring  domestic  economy  j 
is  dependent  upon  a  smoothly  adjusted  move- 
ment  of  goods  among  nations.     If  the  world  as  ' 
a  whole  is  to  progress,  we  must  get  away  from 
the  shabby  heresy  that  acceptance  of  the  prod- 
ucts of  other  countries  is  inimical  to  our  own 
interests.     Every  import  pays  for  some  export,  ! 
and  every  export  gives  employment  to  labor 
and  profit  to  industry.     Everything  we  buy 
from  another  nation   enables   that  nation  to 
buy  more  from  us. 

As  I  have  indicated,  the  war  and  post-war 
development  of  economic  nationalism  was  one 
of  the  major  fundamental  causes  of  the  drastic 
fall  in  commodity  prices,  and  this  calamitous 
decline  in  prices  and  in  production  in  turn  tre- 
mendously reinforced  and  strengthened  the 
trend  toward  economic  nationalism,  so  we  have 
now  reached  a  point  in  which  the  barriers  to 
world  trade  are  no  longer  chiefly  high  tariff 
walls.  Extreme  nationalism,  if  persisted  in, 
is  destined  soon  to  wreck  our  entire  structure  of " 
western  civilization. 


The   current    obstructions   to   international 

trade  have  takes  oil  forms  not  wholly  now  but 
Multiplied  and  developed  with  amazing  in- 
genuity in  numberless  directions.  We  are  now 
confronted  with  the  close  regimentation  and 
intricate  control  of  imports  by  means  of 
quotas,  import  licenses,  exchange  control, 
government  monopolies,  and  control  boards. 
The  international  price  structure  is  no  longer 
functioning.  Many  countries,  unable  through 
the  automatic  adjustment  of  the  price  system 
to  achieve  an  equilibrium  in  their  balance  of 
payments,  are  struggling  desperately  to  achieve 
a  balance  by  seizing  control  directly  of  the 
quantity  of  imports  which  may  be  admitted. 

This  extraordinary  special  form  which  eco- 
nomic nationalism  has  assumed  in  recent  years 
has  shifted  the  currents  of  trade  from  its  more 
normal  and  established  channels.  The  quanti- 
tative regulation  of  foreign  trade  has  resulted 
in  the  arbitrary  diversion  of  trade  from  one 
country  to  another.  A  strenuous  effort  is 
being  made  in  many  countries  to  bring  their 
international  accounts  into  equilibrium  by 
the  process  of  achieving  a  bilateral  balance  be- 
tween themselves  and  each  separate  country. 
This  particular  trend  of  present-day  economic 
nationalism  is  a  reversion  to  the  crudest  and 
worst  form  of  mercantilism,  which  preceded 
the  introduction  of  the  regime  of  liberal  com- 
mercial policy  in  the  period  of  modern  indus- 
trialism. It  is  an  intensified  form  of  arbi- 
trary interference  with  freedom  of  enterprise, 
and  with  the  operation  of  the  productive 
process  under  the  guidance  of  the  price  system. 

Such  regimentation  of  foreign  trade  inevi- 
tably forces  the  country  that  pursues  these 
policies  into  an  extension  of  internal  control 
over  its  domestic  industries.  It  leads  to  classi- 
fication of  imports  according  to  need  and  to 
the  allotment  of  raw  materials  to  the  various 
domestic  industries  on  a  priority  basis.  In  the 
final  analysis,  therefore,  it  drives  inevitably  in 
an  ever-widening  circle  to  the  regimentation 
of  the  whole  system  of  production  and  ulti- 
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mately  to  a  regulation  of  consumption.  If 
production  is  forced  into  abnormal  channels 
by  the  control  of  imports,  the  consumption 
of  the  population  is  thereby  necessarily  in  part 
predetermined. 

The  rapidity  with  which  these  controls  are 
being  introduced  is  a  serious  disturbing  factor 
in  the  current  industrial  situation  and  a  serious 
obstacle  to  recovery.  The  world  confronts 
anew  each  day  fresh  interferences  with  foreign 
trade.  The  disruption  of  economic  life  con- 
sequent thereto  spreads  in  cumulative  fashion 
from  industry  to  industry,  and  creates  new 
uncertainties  which  destroy  the  spirit  of  enter- 
prise without  which  substantial  revival  is 
impossible. 

If  this  tendency  cannot  be  halted,  if  we  do 
not  succeed  in  reversing  the  trend  toward  more 
liberal  world-wide  commercial  policy,  it  appears 
certain  that  the  progress  toward  economic  re- 
covery will  stop  far  short  of  the  goal  of  full 
employment,  or  a  recovery  of  pre-depression 
standards  of  living.  If  the  trend  toward  this 
intensified  regimentation  and  control  of  foreign 
commerce  and  the  close  bilateral  balancing  of 
trade  is  not  checked,  the  world  economic 
system  will  be  forced  over  a  period  of  years  to 
make  a  violent  structural  shift  in  international 
division  of  labor.  During  this  transition,  eco- 
nomic conditions  will  necessarily  be  seriously 
disturbed.  When,  at  last,  this  structural  ad- 
justment has  been  made,  the  inevitable  result 
will  be  a  materially  lower  standard  of  living 
than  might  have  been  achieved  under  a  liberal 
commercial  policy. 

It  is  of  utmost  importance  that  the  current 
artificial  trends  in  foreign  commercial  policy  be 
reversed.  To  achieve  this  end  requires  an 
advance  on  many  fronts.  An  effort  must  be 
made  simultaneously  to  achieve  an  improved 
price-and-cost  relationship  in  the  several  do- 
mestic economies,  to  reestablish  equilibrium  in 
the  international  price  structure,  to  secure  cur- 
rency and  exchange  stability,  and  to  remove 
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step  by  stop  the  current  close  regulations  of 
foreign  trade  through  quota  restrictions,  import 
Licenses,   exchange   control,   and   clearing   and 

compensation  agreements. 

This  raises  a  large  question  with  respect  to 
the   policy   which   should   be   pursued   in   the 
Western    Hemisphere.       In    Latin    America, 
under  the  pressure  of  the  gap  in  the  balance  of 
payments  created  by  the  fall  in  the  price  of 
their  leading  exports,  an  effort  was  first  made 
to  close  this  gap  by  allowing  the  exchanges  to 
seek  the  level  required  to  balance  their  inter- 
national accounts.    Subsequently,  it  was  neces- 
sary   to    introduce    the    device    of    exchange 
control  whereby  the  out-payments  and  inpay- 
ments   were    forcibly    brought    into    accord. 
Since,  at  the  official  rate,  there  is  not  enough 
foreign  exchange  available  in  these  countries  to 
meet  all  payments,  exporters  have  been  com- 
pelled to  wait,  frequently  many  months,  for 
payment  in  terms  of  dollars.     In  some  cases, 
the   United   States   might   compel  immediate 
payment  by  blocking  the  exchange  created  by 
American   purchases    of   imports    from    these 
countries.     By  undertaking  such  clearing  ar- 
rangements, however,  the  United  States  would 
encourage   the   spread   of   clearing   and   com- 
pensation agreements  over  the  Western  Hemi- 
sphere,  thereby  prolonging  and  strengthening 
the    grip    of    these    injurious    practices    upon 
international   trade.     If,   on   the   other  hand, 
this    country    takes    a    sympathetic    position 
looking  toward  the  gradual  reestablishment  of 
a  free  exchange  market,  and  refuses  to  force 
upon  these  countries  preferential  treatment  of 
our  own  nationals  and  trade,  we  shall  hasten 
the    movement     toward     liberal     commercial 
policy  and  bring  nearer  the  day  when  all  these 
artificial  restraints  are  wholly  removed  from 
international  economic  relations. 

Conditions  are  improving  with  sufficient 
rapidity  in  the  Latin  American  countries  to 
make  one  optimistic  that  if  right  policies  are 
pursued,    the    achievement    of   free    exchange 
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markets  is  feasible  in  the  not  far  distant  future. 
This  is  a  time  in  which  it  is  important  to  resist 
immediate  and  short-sighted  advantage  and  to 
look  toward  the  steady  rebuilding  of  a  sound 
international  structure  with  a  view  to  achiev- 
ing the  far  more  valuable  long-run  benefits 
obtained  thereby. 

The  objective  of  the  United  States  which  we 
are  all  vitally  concerned  to  reach  is  full,  stable, 
and  permanent  business  recovery,  and  expe- 
rience teaches  that  this  requires  both  a  domes- 
tic and  an  international  program.  The  purpose 
is  to  promote  the  maximum  amount  of  produc- 
tion that  can  be  consumed  at  home  and  sold 
abroad,  thereby  giving  the  fullest  employment 
to  labor.  In  the  foreign  field,  this  calls  for  a 
liberal  commercial  policy  of  fair  trade  methods 
and  practices  and  friendly  relations;  and  to 
attain  the  desired  end,  we  hope  to  enlist  the 
simultaneous  cooperation  of  other  important 
nations  in  the  work  of  effectively  abolishing 
existing  destructive  trade  barriers  which  the 
experience  of  the  past  few  years  has  demon- 
strated are  discredited  relics  of  the  medieval 
mercantile  period. 

The  real  cure  for  unemployment  in  any 
country  is  the  fullest  measure  of  produc- 
tion enjoying  markets  at  home  and  abroad. 
Losses  and  dislocations  resulting  from  shrunk- 
en foreign  trade  cannot  possibly  be  compen- 
sated by  mere  increase  of  domestic  trade,  but 
we  find  some  nations  attempting  the  impossible 
by  supporting  movements  for  domestic  pro- 
duction of  inferior  qualities  or  substitutes  for 
imports  at  two  to  five  times  their  cost  elsewhere. 

While  seeking  to  make  particular  trade 
agreements,  the  United  States  still  stands  for 
the  most-favored-nation  policy  as  calculated  to 
bring  down  trade  barriers  generally.  At  the 
same  time,  it  rejects  the  practice  sometimes 
employed  of  raising  tariff  rates  on  the  eve  of 
negotiations,  solely  for  bargaining  purposes,  as 
being  repugnant  to  the  spirit  in  which  the 
negotiations  should  be  undertaken. 


11 


In  entering  upon  the  negotiation  of  trade 
Agreements,  authorized  by  the  act  of  June  12 
of  this  year,  we  are  willing  frankly  to  admit 
that  we  have  erred  in  the  past,  that  we  have 
now  repented  and  wish  to  do  works  meet  for 
repentance.     Just  as  we  set  the  vicious  example 
of  erecting  the  trade  barriers  of  high  tariffs 
which  induced  others  to  follow  us,  so  now  we 
ire    asking   other   nations    to    join    us    in    an 
attempt   to   undo   the  damage  our  collective 
iction  has  worked.     We  wish  to  break  down  all 
:he  artificial  and  excessive  impediments  put  in 
;he  way  of  world  commerce,  not  only  in  our 
>wn  interest  but  for  the  benefit  of  all  others  as 
veil,  since  only  by  restoring  the  whole  world 
;an  individual  countries  hope,  in  this  day  of 
•apid  communication  and  interdependence,  to 
emain  economically  healthy  long.     One  rotten 
ipple   will   spoil   the   entire   barrel,    and   one 
liseased  part  of  an  organism  will  upset  the 
in  tire    system.     So    we    are    endeavoring    to 
rame  agreements  which  will  be  fair  and  bene- 
icial  to   the  contracting  parties  and,   at  the 
ame  time,  fit  advantageously  into  the  inter- 
Lational  scheme.     For  only  by  having  due  re- 
;ard  for  the  interests  of  every  nation  can  the 
quilibrium    of    the     world     be    maintained, 
fierce  and  unregulated  struggles  among  nations 
or  trade  produce  both  economic  and  political 
isturbances.     They    are    the    almost    certain 
precursors  of  war.     Friendly,  orderly  interna- 
ional  trade,  however,  is  not  only  indispensable 

0  the  domestic  prosperity  of  most  countries; 
-j  is  also  one  of  the  greatest  educators,  civilizers, 
nd  peacemakers.  Through  it  the  arts,  the 
sientific  discoveries,  and  the  inventions  of  one 
ountry  follow  its  special  products  into  other 
ountries,  increasing  their  material  wealth  and 
nriching  their  learning  and  culture.  A  hermit 
ation  means  a  hermit  civilization. 

This  problem  of  destructive  commercial  pott- 
ies which  have  spread  havoc  in  business  every- 
rhere  was  attacked  by  the  representatives  of 

1  American  republics  at  Montevideo  last  De- 
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cember.  The  circumstances  were  most  dis- 
couraging, but  they  came  to  the  solemn  conclu- 
sion that  the  existing  excessive  trade  barriers 
should  be  lowered  to  a  moderate  level.  And 
pursuant  to  this  decision  they  unanimously 
adopted  a  compact  and  unified,  as  well  as  a 
comprehensive  program,  which  they  invited 
the  rest  of  the  world  to  join  them  in  carrying 
out.  This  program  was  and  is  well  calculated 
to  restore  international  trade  to  a  flourishing 
condition  and  have  beneficial  effects  upon  the 
individual  nations  for  their  welfare,  their  peace 
and  prosperity. 

The  Montevideo  program  specifically  calls 
for  the  negotiation  of  agreements  reducing  or 
removing  all  manner  of  obstacles  to  interna- 
tional commerce.  It  undertakes  to  revive  and 
revise  the  convention  of  1927  for  the  abolition 
of  import  and  export  prohibitions  and  restric- 
tions. It  declares  that  the  subscribing  gov- 
ernments will  maintain  unconditionally  and 
unrestrictedly  the  principle  of  equality  of 
treatment. 

This  program  which  was  thus  brought  to  the 
notice  of  all  the  nations  of  the  world  is  the  only 
constructive  plan  for  world  economic  rehabili- 
tation that  has  yet  been  proposed.  i 
On  the  domestic  side,  our  chief  concern  will 
be  the  interest  of  the  country  as  a  whole — : 
what  will  most  benefit  United  States,  Incorpo-  j 
rated,   so   to   speak.     This  question  must  be; 
looked  at  from  the  standpoint  of  the  Nation.; 
We  must  think  and  act  as  a  people  and  not 
alone  as  the  representative  of  special  indus- 
tries, large  or  small.     What  may  be  gainful  to 
a  particular  individual  in  some  instances  may 
be  damaging  to  the  country  as  a  unit,  and  in- 
sistence by  him  in  such  circumstances  that  his 
interest  be  served  at  the  expense  of  the  public 
is  both  selfish  and  short-sighted.     He  cannot 
remain  unaffected  if  the  body  of  which  he  is  a 
part  is  harmed. 

I  have  been  struck  by  some  examples  of  this 
narrow,  feeedy    attitude.     In    some    of    our 
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States  whose  share  of  our  foreign  trade  in 
good  years  amounts  to  much  over  $100,000,000, 
there  are  small  industries  with  outputs  valued 
at  only  several  hundred  thousand  dollars 
which  would  wreck  the  entire  foreign  trade 
of  the  State  in  order  that  they  might  be  pro- 
tected from  imagined  damage.  And  I  have 
also  observed  representatives  of  large  industries 
complain  that  they  were  losing  their  markets 
to  foreigners,  that  they  would  be  ruined  unless 
the  Government  came  to  their  rescue,  and 
then  admit,  without  seeming  to  be  conscious 
of  it,  that  the  cause  of  their  troubles  was  their 
own  inefficiency.  Doubtless,  the  same  persons 
would  go  out  and  make  spread-eagle  speeches 
it  business  men's  luncheons  about  " incom- 
parable American  efficiency,  American  inge- 
nuity, American  initiative,  and  American 
snterprise." 

I  do  not  believe  that  this  kind  of  helpless 
?aint-heartedness  in  one  place  and  boastfulness 
n  another  truly  represents  the  attitude  of 
American  business.  More  characteristic  and 
nore  laudable  is  that  self-reliance,  energy,  and 
lardihood  which  moved  our  forbears  to  go 
brth  into  the  world  with  constructive  pro- 
grams for  the  promotion  of  human  welfare, 
mman  progress,  and  civilization.  This  atti- 
tude of  urging  the  Government  to  make  exorbi- 
ant  demands  upon  other  countries,  while  grant- 
Qg  nothing  itself,  is  asking  for  a  repetition  of 
he  follies  of  the  past.  It  presupposes  no  con- 
eption  of  the  meaning  of  reciprocity,  of  good 
teighbor,  or  of  fair  play.  Negotiations  entered 
ato  in  such  a  frame  of  mind  serve  no  useful 
•urpose. 

We  are,  therefore,  approaching  the  trade 
legotiations  with  the  intention  of  effecting  not 
nly  mutual  but  universal  benefits.  We  wish 
o  allay,  not  to  excite  animosities.  In  this 
lanner,  it  is  hoped  to  galvanize  moribund 
rorld  commerce  into  life,  put  it  on  a  more 
quitable  footing,  and  recover  for  this  country 
■  proper  share  in  the  trade  thus  restored. 
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We  believe  exchanges  of  goods  among  nations 
can  be  so  arranged  as  to  be  fair  and  profitable 

to  all. 

Time  and  patience  will  be  required  for  the 
restoration  of  international  economic  relation- 
ships. The  necessary  adjustments  must  be 
proceeded  with  carefully,  gradually,  and  pro- 
gressively so  as  to  aid  rather  than  to  unsettle 
any  portion  of  business.  This  Nation  is  in  a 
logical  position  to  join  with  others  in  furnishing 
leadership  with  a  program.  Shall  we,  through 
fear  of  being  reminded  that  we  too  have  been 
an  offender,  or  because  the  path  back  to  eco- 
nomic sanity  is  difficult,  remain  mute  and 
float  with  the  economic  tide  until  some  other 
nation  moves  to  the  front  and  offers  leader- 
ship? Are  we  ready  to  concede  our  inferiority 
as  a  trading  nation? 

To  this  proposal  for  world-wide  trade  re- 
habilitation there  is  no  alternative,  unless  eco-^ 
nomic  destruction  and  trade  suicide  is  an* 
alternative.  We  must  not  miss  our  oppor- 
tunity  a  second  time.  Let  us  not  keep  our  I 
gaze  so  intently  bent  upon  our  own  narrow' 
garden  that  we  never  see  the  horizon  and  the ' 
stars. 
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THE  MENACE  OF 
ECONOMIC  NATIONALISM1 


to   be   gained    through   mere 


Peace   is   not 
motional  appeal.     The  stabilization  of  peace 
epends  upon  the  slow  and  careful  building  of 

solid  substructure  of  sound  political  condi- 
ions  and  healthy  economic  relationships  be- 
ween  class-conscious  groups  and  race-conscious 
ations.  The  day  of  dynastic  wars,  thank  God, 
>  happily  past,  but  unfortunately  other  forces 
re  at  work  which  threaten  to  take  their  place 
s  disturbers  of  the  equilibrium  of  the  world. 
t  is  when  political  or  economic  conditions 
ecome  intolerable  that  most  men  fight.  The 
urn  which  economic  issues  take  today  in  large 
>art  spells  the  destiny  of  tomorrow.  War  or 
•eace  in  our  time  may  hang  upon  the  choice 
fhich  nations  are  now  making  of  the  eco- 
Lomic  policy  which  is  to  rule  the  world. 

At  the  present  juncture  two  alternative  eco- 
Lomic  goals  present  themselves:  (1)  national 
elf -sufficiency,  and  (2)  rationalized  inter- 
Lational  trade.  Today,  as  everyone  knows, 
he  drive  of  world  forces  is  strongly  in  the 
irection  of  the  first. 

Contrary  to  what  is  probably  the  general  be- 
ief,  economic  nationalism  is  not  a  new  phe- 
omenon.  History  shows  a  high  correlation 
etween  wars  and  economic  nationalism.  If 
ou  draw  a  curve  showing  the  height  of  the 
unerican  tariff  wall,  you  will  at  once  be 
truck  with  the  broad  fact  that  each  war  in  our 
istory  has  been  the  occasion  for  raising  cus- 
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toms  duties.     Thus  the  protective-tariff  move-  i 
ment  in  the  United  States  first  achieved  sub-  j 
stantial  success  in  the  period  following  the  ! 
War  of  1812.     The  Civil  War  was  the  occasion 
for  a  sharp  reversal  from  a  condition  of  sub-  \ 
stantial  free  trade  to  an  extremely  high  protec- 
tive system  which  has  ever  since  ridden  upon 
our  backs  like  an  Old  Man  of  the  Sea.     Just  j 
before  the  World  War  substantial  progress  had  ] 
been  made  through  the  Underwood  tariff  to- 
ward drastic  reduction  in  our  tariff  rates,  but 
again  the  World  War  frustrated  this  develop- 
ment ;  and  the  Emergency  Tariff  Act  of  1921, 
and   the   McCumber   Act   of    1922,   with   the 
extraordinarily    high    duties    then    imposed,1 
taught  us  afresh  that  wars  breed  high  tariffs. 

For  this  correlation  between  war  and  eco- 1 
nomic    nationalism    there    are    fundamental 
reasons.     In  the  first  place  war,  of  necessity, 
disrupts  the  normal  channels  of  international 
trade   and  division  of  labor.      Nonindustrial 
countries,  unable  to  obtain  their  finished  manu-' 
factured  products  from  the  usual  sources  of; 
supply,  are  forced  to  turn  to  domestic  produc- 
tion.     New    industries    accordingly    develop; 
which,   once   established,    demand   protection,: 
after  peace  is  achieved,  against  the  competition 
of  the  former  sources  of  supply.     The  World' 
War,  in  which  the  belligerent  nations  hap-; 
pened  to  include  almost  all  the  industrialized' 
countries  of  the  world,  while  the  neutral  na-j 
tions  were  in  the  main  nonindustrial  countries,'; 
afforded    a    striking    illustration.     The    war 
created  a  tremendous  shift  in  the  international 
division    of    labor,    which    the    undeveloped 
countries  sought  to  perpetuate  by  the  post-war 
creation  of  high  trade  barriers. 

A  second  reason  is  found  in  the  violent  eco- 
nomic disturbances  and  intense  depressions 
which  almost  invariably  follow  every  extended 
war.  Major  wars  have  usually  been  followed 
by  two  periods  of  severe  liquidation.  The  pro- 
found economic  readjustments  which  must  be 
made   following  every   major   war   upheaval, 


Lridenced  by  unemployment,  falling  prices, 
[i i u  1  reduced  markets,  reinforce  and  stimulate 
the  tendency,  always  present  among  special 

toups,  to  secure  increased  protect  ion  in 
privileged  home  markets. 

A  third  reason  why  war  breeds  economic 
nationalism  lies  in  the  national  psychology 
Much  follows  it.  War,  by  menacing  national 
security  and  indeed  the  very  existence  of  a  na- 
tion, instills  in  the  people  a  fear  of  relying  too 
heavily  upon  foreign  sources  of  supply  for 
commodities  necessary  to  the  maintenance  of 
life  and  the  conduct  of  war.  The  experience 
of  past  wars  and  the  fear  of  future  conflicts 
drive  nations  to  make  great  sacrifices  in  order 
to  achieve  the  highest  possible  measure  of  self- 
sufficiency.  Added  to  this  are  the  racial  and 
national  animosities  stimulated  by  war,  which 
create  an  atmosphere  inimical  to  trade  relations 
with  other  countries. 

Economic  nationalism,  therefore,  is  not  new. 
Many  evidences  of  it  are  to  be  found  in  the 
history  of  the  last  century.  What  is  new  at 
the  present  moment  is  its  extraordinary  de- 
velopments, which  are  not  only  novel  in  form 
but  are  being  carried  to  extremes  never  before 
dreamed  of.  Formerly,  restraint  of  interna- 
tional trade  in  the  interest  of  economic  nation- 
alism generally  took  the  form  of  protective 
tariffs.  These  tariff  walls,  it  is  true,  distorted 
ind  impeded  the  free  functioning  of  the  inter- 
national price  system.  They  seriously  dis- 
rupted the  channels  of  trade  based  upon  the 
comparative  advantages  of  purchasing  in  the 
cheapest  world  markets,  and  thereby  disturbed 
the  normal  international  division  of  labor. 
Yet,  in  spite  of  this  distortion,  trade  func- 
tioned in  terms  of  price  and  profit  calculations. 

We  now  face  a  wholly  new  situation.  Under 
the  terrific  strain  of  this  depression,  the  world 
is  undergoing  a  complete  revolution  in  com- 
mercial policy.  Tariffs  as  instruments  of  trade 
obstruction  are  being  relegated  to  the  back- 
ground.    High  as  they   are,  tariff  walls   are 


relatively  insignificant  in  comparison  with  the 
new  obstacles  to  trade.  New  devices,  infinitely 
more  restrictive,  are  being  evolved  and  intro- 
duced, which  function  in  terms  of  direct  con- 
trol, of  national  planning,  of  regimentation  of 
foreign  trade.  For  the  first  time  international 
trade  is  being  strangled  by  quotas,  exchange- 
control  systems,  clearing  and  compensation 
agreements,  governmental  import  monopolies, 
and  control  boards.  We  are  confronted  with 
a  situation  in  which  the  international  price 
system  no  longer  functions;  in  its  place  there 
has  been  created  a  system  in  which  imports  are 
allocated  on  a  fixed  basis  to  industries  and  in- 
dividual firms.  Of  necessity  this  sort  of  regi- 
mentation tends  to  hold  economic  life  in  a 
static  mold.  Dynamic  forces  of  progress  are 
no  longer  permitted  to  function.  Inefficient 
industries  are  protected  by  assigned  quotas  and 
allotments.  Under  such  a  system  of  regi- 
mented control  of  foreign  trade,  gains  in  effi- 
ciency are  not  allowed  to  bring  their  normal 
rewards,  and  progress  is  held  in  check.  The 
existing  industrial  and  commercial  regime  is 
frozen.  Here  lies  the  way  to  disaster.  Life 
can  never  be  static.  Human  endeavor  means 
continuous  change.  Whatever  devices  are 
evolved  to  prevent  change  merely  result  in 
generating  and  compressing  gases  which 
sooner  or  later  will  produce  explosion. 

This  revolutionary  development  has  not  been 
consciously  sought  as  a  desired  goal  in  the 
effort  to  recreate  world  policy.  Nor  have  the 
new  methods  and  devices  been  resorted  to  with 
malicious  motive  or  with  intent  to  injure  trade 
competitors.  They  were  introduced  in  order 
to  relieve  intense  suffering  which  resulted  from 
the  profound  economic  disturbances  flowing 
from  the  World  War.  Direct  and  powerful 
weapons  were  necessary  in  order  to  cope  with 
situations  threatening  the  collapse  of  the  vari- 
ous domestic  economies.  Indeed,  the  present 
world-wide  trend  toward  economic  nationalism 
is   a  measure  of   desperation   and  not   at  all 


designed  as  a  general  or  ultimate  .solution  of 
existing  economic  problems. 

As  one  looks  backward  upon  the  war  and 
post-war  developments,  the  causes  of  (his  in- 
tensified economic  nationalism  stand  forth  in 
■harp  outline.  One  of  the  outstanding  results 
of  the  World  War  was  the  shift  in  national 
debtor  and  creditor  relationships.  The  change 
was  effected,  not  gradually  over  a  hundred 
years,  but  precipitately,  almost  overnight. 
This  necessitated  an  enormous  shift  in  the 
balance  of  trade.  The  United  States  was  sud- 
denly converted  from  a  major  debtor  country 
to  a  creditor  country,  with  foreign  assets,  ac- 
cumulated in  a  decade  and  a  half,  substantially 
equal  to  the  whole  of  the  assets  accumulated  by 
Great  Britain  in  the  course  of  a  century.  Ger- 
man}', a  major  creditor  country,  was  suddenly 
converted  into  a  debtor  county  on  a  scale  un- 
precedented in  all  history.  The  forced  decline 
of  agricultural  production  in  the  warring 
countries  of  Europe,  the  consequent  expansion 
of  agriculture  elsewhere,  and  the  subsequent 
rebuilding  of  agricultural  production  in  Eu- 
rope to  pre-war  and  even  higher  levels,  created 
unsalable  surpluses  in  the  agricultural  coun- 
tries which,  still  further  increased  by  tech- 
nological developments,  gradually  broke  the 
prices  of  these  products  and  caused  a  serious 
gap  in  the  international  balances  of  payments. 
The  evil  effects  of  this  situation  were  greatly 
intensified  by  the  monetary  disturbances  of  the 
war,  the  maldistribution  of  gold,  the  formation 
of  a  new  gold  price  level  40  to  50  percent  above 
the  pre-war  figure,  artificially  supported  by  the 
newly  devised  gold  exchange  standard  and 
resting  on  an  insecure  monetary  base.  These 
changes  occasioned  by  the  war  were  of  such 
gigantic  proportions  that  the  various  nations 
in  point  of  fact  found  it  impossible  to  make  the 
necessary  adjustments  with  sufficient  speed  to 
prevent  the  international  break-down  ushered 
in  at  the  close  of  1929.  Since  the  flow  of  trade 
between  the  various  countries  could  not  adjust 


itself  to  the  new  basic  facts  rapidly  enough  to 
balance  payments,  gaps  in  the  balance  of  pay- 
ments naturally  enough  were  artificially  filled 
by  abnormal  foreign  loans  and  enormous  gold 
movements.     But  loans  and  gold  movements 
cannot  continue  indefinitely.      Unless   funda- 
mental conditions  are  altered,  they  serve  only 
to  conceal  the  true  situation  and  to  render  more 
disastrous  the  final  day  of  reckoning.     When 
America  ceased  to  extend  further  loans,  the 
result  was  to  break  the  currencies  of  certain  of 
the  debtor  countries  and  to  force  the  closing  of 
many  of  their  markets  to  the  outside  world. 
The  combined  influence  of  the  contraction  of 
markets,  the  forced  dumping  of  accumulated 
raw-material  surpluses,  and  the  competition  of 
depreciated  currencies  in  turn  reacted  power 
fully  to  depress  still  further  world  wholesale 
prices.     It  was  to  meet  these  profound  malad 
justments,  to  make  possible  the  balancing  o 
international  payments,  and  to  protect  nationa 
currencies   that   economic   nationalism    devel 
oped    its    present    manifestations;     and    th 
tragedy  is  that  each  new  device  formed  fo: 
defense  in  the  economic  struggle  for  existenc 
becomes  in  turn  a  new  weapon  to  intensify  and 
make   more   deadly   the    struggle.      Economic 
nationalism  is  a  stream  which,  once  embarked 
upon,  carries  nations  down  its  boiling,  whirling 
currents  at  an  ever-increasing  pace  far  beyond 
the    point    originally    envisaged;    and    white 
water  lies  ahead.     If  history  teaches  us  any- 
thing, it  shows  that  war  under  modern  condi- 
tions inevitably  produces  profound  economic 
maladjustments,  and  that  to  meet  the  result- 
ing problems  nations  are  almost  inescapably 
driven  to  a  more  and  more  intense  economic 
nationalism. 

But,  unhappily  in  this  case,  in  the  sequence 
of  events  and  causal  relationships,  effects  be- 
come in  their  turn  causes.  The  World  War 
and  the  economic  disturbances  which  it  en- 
gendered were  the  basic  cause  of  the  current 
manifestation  of  economic  nationalism.     But 


economic  nationalism  in  its  turn  constantly 
lends  to  engender  international  ill-will  and 
foster  the  spirit  of  militarism  and  war.  Par- 
ticularly is  this  true  of  present-day  forms  of 
economic  nationalism.  The  current  regimenta- 
tion of  world  trade  and  international  finance 
I  based  primarily  on  special  privilege  and  ar- 
bitrary favors.  Equality  of  treatment  under 
■resent  methods  has  wellnigh  disappeared. 
Special  bargaining  arrangements,  arbitrary 
allotments  of  quotas,  artificial  diversions  of 
trade  to  countries  in  return  for  special  conces- 
sions, allotments  of  markets  to  favored  sellers, 
preferences  granted  in  the  treatment  of  ex- 
change control— all  these  are  fertile  soil  for 
provoking  international  strife.  By  the  arbi- 
trary act  of  a  control  board,  or  by  special 
treaty  arrangement,  a  whole  market  may  sud- 
denly be  destroyed  and  the  economic  life  of  a 
third  nation  threatened.  The  danger  is  that 
nations,  like  men,  may  prefer  to  fight  rather 
than  starve. 

A  further  danger  of  the  present  movement 
has  thus  far  been  little  stressed,  but  gives  cause 
for  perhaps  the  gravest  concern  of  all.  If  na- 
tional economic  self-sufficiency  is  to  be  the 
dominant  feature  of  the  civilization  of  the 
immediate  future,  it  means  a  world  in  which 
national  governments  will  be  undertaking  to 
control  and  regulate,  and  sooner  or  later  to 
take  over  and  operate  at  least  the  basic  indus- 
tries of  the  country.  Before  the  nineteenth 
century  production  and  business  enterprise  lay 
in  the  hands  of  competing  private  individuals, 
[>ver  whom  government  exercised  an  easy  and 
salutary  control.  In  the  second  half  of  the 
nineteenth  century  the  individuals  in  control 
3f  business  were  being  replaced  by  corpora- 
tions, undying  and  powerful,  whose  excesses 
ind  abuses  of  power  were  curbed  by  courts  of 
Law  only  after  considerable  struggle  and  diffi- 
culty. Single  corporations  were  in  turn  suc- 
ceeded at  the  close  of  the  century  by  great 
trusts  and  combinations,  so  powerful  that  they 
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could  even  defy  at  times  the  power  of  govern- 
ment itself.  Many  of  the  political  battles 
which  shook  Washington  and  menaced  the  in- 
tegrity of  our  very  Government  were  fought 
over  the  effort  to  curb  flagrant  abuses  of  power 
in  the  prosecution  of  their  selfish  purposes. 

The  present  direction  of  economic  national- 
ism points  to  the  future  control  of  business 
enterprise,  no  longer  by  individuals  alone  nor 
by  corporations  nor  trusts,  but  by  national 
governments  themselves.     Do  you  see  where 
this  leads  ?     Do  you  sense  the  far-flung  impli- 
cations  of   this   most   modern    development? 
The  trusts  and  combinations  of  the  end  of  the 
nineteenth  century,  with  their  soulless  unethical 
practices  and  their  "  public  be  damned  "  atti- 
tude, are  in  danger  of  becoming  eclipsed  today 
by  profoundly  more  powerful  units,  great  na- 
tions, competing  relentlessly  one  against  the 
other   for   the   business    of   the    world,   with 
armies  and  navies  at  their  command,  resorting 
too  often  to  methods  which  the  courts  would 
not  tolerate  in  private  life,  manifesting  far  too 
frequently    an    attitude    of    "the    world    b< 
damned."     Picture   to   yourselves  the   gres 
trusts  and  combinations  of  the  early  twentieth 
century,  magnify  their  power1  and  their  re- 
sources a  hundredfold,  remove  from  them  a] 
the  restraint  of  law,  put  at  their  disposal  th( 
terrible  engines  of  modern  warfare  with  whicl 
to  gain  their  ends,  give  them  the  ability  t< 
drive  to  their  goals  through  calling  upon  senti 
ments  of  patriotism  and  national  devotion,  am 
one  gains  some  conception  of  the  menace  whicl 
faces  the  world  if  economic  nationalism  runs 
its  course  unchecked  by  international  restraint. 
Surely  economic  nationalism  is  not  the  path- 
way to  peace.     The  stabilization  of  peace  de- 
mands the  vision  of  statesmen  and  the  courage 
of  fighters,  who  know  that  the  present  sweep 
of  the  world  toward  economic  nationalism,  if 
unchecked,    leads   toward    disaster,    and    who 
have  the  grit  to  oppose  and  fight  it. 
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The  alternative  to  economic  nationalism  is 
not  necessarily   a   return   to  the   laissez-faire 
methods  of  the  nineteenth  century.    One  can- 
not set  the  clock  backward.     The  nineteenth 
century   is   gone    irretrievably;   and   however 
much  the  return  of  its  easy  comfort  and  secu- 
rity may  be  desired,  changed  conditions  have 
developed  new  conceptions.     The  future  of  in- 
ternational trade  may  depend  upon  increased 
international  cooperation.     It  may  be  that  we 
shall  have  to  depend  in  greater  measure  upon 
a  higher  degree  of  cooperation  between  cen- 
tral banks  and  upon  some  integration  of  the 
international     monetary     system     through     a 
strengthened  and  vitalized  international  bank. 
Whether  Ave  have  yet  reached  a  stage  of  inter- 
national organization  where  anything  like  a 
rigid  planned  international  economy  is  pos- 
sible is  open  to  very  serious  question.     When 
that  development  is  reached,  whether  any  in- 
ternational group   can  practically  be   chosen 
who  are  good  enough  or  w^ise  enough  to  plan 
sufficiently  in  advance  an  international  econ- 
omy which  can  be  enforced  is  open  to  still 
more    serious    question.    The    likelihood    of 
short-sighted  bureaucratic  methods,  the  men- 
ace of  wide-spread  corruption,  the  danger  of 
manipulation  for  the  selfish  profit  of  powerful 
economic  groups,  make  one  shrink  from  the 
thought  of  a  thorough -going  regimented  inter- 
national economy. 

Whatever  the  economic  developments  of  the 
future  may  hold  in  store,  one  thing  stands  out 
clear.  Economic  nationalism  in  its  recently 
developing  forms  is  incompatible  with  perma- 
nent economic  stability  or  with  the  future 
peace  of  the  world.  Thus  far  the  movement 
has  accentuated  our  economic  difficulties  and 
problems,  caused  wide-spread  unemployment, 
generated  staggering  problems  of  finance,  and 
gravely  increased  international  frictions  and 
hostilities.  To  cure  present  evils,  increased 
economic  nationalism  offers  no  hope. 
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What  then,  amid  existing  world  conditions, 
shall  be  the  course  of  America's  commercial 
policy?    Her  interests  would  seem  to  make  the 
answer   clear.     The  foundation  of  American 
foreign  policy  is  the  profound  desire  for  peace. 
A  policy  which  in  its  ultimate  stages  militates 
against  peace  cannot  be  American.     Neither  is 
it  to  America's  material  interests  to  pursue  vol- 
untarily any  policy  which  results  in  restricting 
and  cutting  still  further  her  export  markets. 
Our  South  is  too  dependent  on  cotton  exports, 
our  Middle  West  on  hog-product  exports,  other 
parts  of  our  West  on  wheat  exports,  and  many 
of  our  manufacturers  on  fabricated  exports,  to 
permit  America  to  yield  without  a  struggle  to 
a  policy  which  would  spell  disaster  to  large, 
important  sections  of  our  country.     The  only 
way  to  save  our  export  trade  is  to  increase  our 
imports    through    additional    trade.     If    the 
United  States  does  not  through  its  own  action 
bring  its  international  accounts  into  balance, 
the  rest  of  the  world  will  do  it  for  us.    In  fact, 
they  are  at  this  moment  in  process  of  achieving 
this  result  by  closing  their  markets  to  our  ex- 
ports.    The  difference  between  achieving  equi- 
librium ourselves  and  the  rest  of  the  world 
doing  it  for  us  is,  however,  enormous.     If  it  is 
done  for  us  by  outside  countries,  our  exports 
will  be  throttled  and  our  foreign  trade  largely 
destroyed.     If  we  ourselves  bring  our  interna- 
tional accounts  into  balance  by  increasing  oui 
imports  in  relation  to  our  exports,  we  will  sav< 
our  export  trade  and  at  the  same  time  help 
stimulate  the  trade  of  the  world. 

America's  interest  lies  in  seeking  to  promoi 
the  restoration  of  world  trade ;  and  this  can  " 
done  only  through  a  general  reduction  or  low- 
ering of  existing  trade  barriers,  whether  in  " 
form  of  quota  restrictions,  tariff  walls,  ex- 
change controls,  clearing  agreements,  compen- 
sation arrangements,  import  licenses,  or  othei 
forms  of  trade  restrictions.  It  is  this  polic; 
which  must  control  the  administration  of  th< 
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Trade  Agreements  Act  passed  by  Congress  Last 

June  in  order  to  promote  our  foreign  trade. 

For  the  mistakes  of  the  past  America  is  QO 
more  free  from  blame  than  many  other  nations. 
But  it  is  the  future  which  concerns  us  now. 
With  her  face  turned  toward  the  future. 
America  stands  ready,  if  other  nations  are 
willing  to  join  in  her  efforts,  to  struggle 
against  the  throttling  forces  of  economic  na- 
tionalism in  a  united  and  determined  movement 
for  the  liberalization  of  the  trade  of  the  world. 
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It  is  always  a  pleasure  to  have  the  oppor- 
tunity to  address  a  body  which,  like  yours, 
represents  such  a  large  part  of  the  agricul- 
tural industry,  and  has  within  its  member- 
ship so  many  of  the  national  farming  com- 
munity. It  adds  to  my  pleasure  and  con- 
tributes not  a  little  to  my  confidence  that  I 
am  meeting  you  on  my  home  grounds.  I 
desire  to  join  with  my  fellow  Tennesseans  in 
extending  to  you  a  most  sincere  welcome.  My 
home  folks  know  me  of  old,  and,  if  in  the 
course  of  my  remarks  I  should  happen  to  say 
a  few  words  about  the  tariff,  I  strongly  sus- 
pect that  none  of  them  will  suffer  shock  from 
surprise. 

The  subject  with  which  I  have  been  so  long 
identified  still  interests  me,  and  just  now  it 
should  be  of  peculiar  and  immediate  interest 
to  you,  since  excessive  tariffs  and  some  of 
their  more  vicious  offspring  in  the  form  of 
quotas,  license  arrangements,  prohibitions,  and 
exchange  controls  are  now  working  greater 
injury  to  agriculture  than  ever  before.  Not 
agriculture  alone  is  suffering;  probably  80 
percent  or  more  of  the  people  in  the  whole 
world  are  living  around  or  below  the  poverty 
line.  This  presents  a  problem  which  will 
require  the  exercise  of  all  our  mental  and 
spiritual  resources  to  grapple  with  and  solve 
satisfactorily. 

Until  within  the  last  few  years,  I  doubt  if 
any  large  number  of  our  inland  farmers  were 
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what  might  be  called,  in  current  phraseology, 
foreign-trade  conscious.  They  realized,  of 
course,  that  a  big  amount  of  cotton,  tobacco, 
hog  products,  fruit,  and  wheat  was  shipped 
abroad,  but  as  long  as  the  foreign  demand 
remained  rather  steady,  their  chief  worry  was 
about  the  boll  weevil,  chinch  bugs,  plant  dis- 
ease, or  the  state  of  the  weather.  The  recent 
trend  among  nations  toward  self-sufficiency, 
however,  the  attempt  of  many  of  them  to  raise 
cotton  and  other  agricultural  products  for 
themselves,  but  more  especially  the  erection  of 
artificial  obstacles  to  trade,  have  made  every 
grower  of  cotton,  tobacco,  wheat,  and  other 
export  commodities  acutely  aware  of  the  im- 
portance of  foreign  markets  to  his  own  eco- 
nomic well-being. 

According  to  statistics  of  the  Department  of 
Agriculture  in  the  fiscal  year  1924-25,  agricul- 
tural products  made  up  48  percent  of  all  ex- 
ports ;  and  a  year  ago  the  figure  was  42  percent. 
In  1933  six  agricultural  commodities  alone — 
cotton,  tobacco,  lard,  canned  fruit,  wheat  flour, 
and  fresh  apples — accounted  for  a  full  third 
of  all  exports.  In  the  4  years  from  1926  to 
1930,  three-fifths  of  the  whole  cotton  crop  was 
exported.  Of  the  entire  tobacco  crop,  two- 
fifths  went  into  exports;  of  lard,  almost  a 
third ;  apples,  a  fifth ;  rice,  a  quarter ;  and  half 
of  all  the  prunes  and  raisins  produced  were 
sold  in  other  countries. 

Hence,  when  this  great  outlet  is  restricted 
or  destroyed  by  artificial  barriers  put  in  the 
way  of  commerce,  as  is  now  happening,  it 
makes  those  concerned  sit  up  and  take  notice. 
Just  how  vital  is  this  concern  appears  from 
the  fall  in  value  of  cotton  exports  from  a 
1928-32  average  of  $571,000,000  to  $345,000,000 
in  1932— more  than  $200,000,000;  of  tobacco 
exports  from  $123,000,000  to  $64,000,000;  and 
of  lard  exports  from  $72,000,000  to  $31,000,000 
in  the  same  period. 

Fortunately,  1933  shows  considerable  general 
improvement  over  1932,  but  there  is  not  only 
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much  room  for  still  further  improvement,  I 
believe  there  is  also  the  opportunity.  That 
further  improvement  is  what  we  are  attempt- 
ing to  secure  through  the  negotiation  of  trade 
agreements  with  other  countries  who  are  our 
Customers.  Take,  for  example,  what  the  re- 
covery of  lost  foreign  trade  means  to  Tennes- 
see, on  whose  soil  we  now  are.  This  State 
shared  in  our  total  exports  to  the  extent  of 
$62,000,000  in  1929,  but  the  amount  had  shrunk 
to  only  $16,000,000  in  1932.  This  loss  by  com- 
modities was:  Cotton,  from  $32,000,000  to 
$8,000,000;  leaf  tobacco,  from  $8,000,000  to 
$4,000,000 ;  boards,  planks,  and  scantlings,  from 
$2,000,000  to  $735,000.  In  1929  the  per-capita 
share,  the  share  of  each  individual  in  Tennes- 
see, in  its  exports  was  $20.  In  1932  his  share 
had  dropped  to  a  value  of  $6.  Surely  this  is 
something  for  everyone  to  think  about,  since  a 
like  thing  has  happened  to  every  other  State. 

Trade  barriers  are  man-made.  They  can  be 
reduced  to  the  basis  of  intelligent  control.  Un- 
fortunately, this  country  led  the  way  in  the 
higher  and  yet  higher  tariffs  imposed  in  1922 
and  1930.  Instead  of  being  prepared  to  ac- 
cept goods  we  desired  and  needed  in  return  for 
our  surpluses,  we  surrounded  the  country  with 
a  well-nigh  prohibitive  tariff  wall.  This  is  the 
only  important  form  our  trade  barriers  take. 

But  the  barriers  erected  by  other  nations  in- 
clude not  only  ruinously  high  tariffs  on  agri- 
cultural products;  they  also  limit  absolutely 
the  amount  of  goods  they  will  import  by  im- 
posing quotas  and  import-licensing  systems, 
or  by  restricting  the  amount  of  exchange  which 
is  made  available  for  the  importation  of  goods. 
Wheat  imports  in  some  countries  are  limited  to 
a  certain  percent  of  the  previous  year's  imports, 
and  the  amount  of  foreign  wheat  which  may 
be  ground  into  flour  is  reduced  by  milling  reg- 
ulations to  an  insignificant  percent  of  the  total. 
Our  exports  of  fruits,  pork  products,  and  a 
number  of  other  agricultural  products  are  re- 
duced by  quota  and  other  restrictions. 


Some  of  what  ordinarily  would  be  consid- 
ered astonishing  phases  of  industrial  and  trade 
practices  at  present  by  various  countries  are 
races  in  shipping  and  transportation  subsidies 
for  purposes  of  increasing  exports  while  large- 
ly forbidding  imports;  endeavors  to  produce 
every  commodity  needed  regardless  of  the  cost, 
such  as  the  production  of  gasoline  from  shale 
and  coal  at  nearly  five  times  the  normal  price 
of  gasoline ;  the  draining  of  swamp  and  other 
lands  and  the  utilization  of  any  kind  of  soil 
at  the  bottom  for  the  production  of  some  raw 
material;  the  cultivation  of  mountain  sides 
consisting  chiefly  of  rock  for  the  production 
of  wheat ;  and  the  attempts  to  grow  wholly  in- 
ferior qualities  of  cotton  on  unsuitable  soil. 

These  are  illustrations  of  the  utter  absurdity 
to  which  many  countries  are  carrying  their 
domestic  economic  policies  rather  than  return 
to  a  mutually  profitable  and  wholesome  ex- 
change of  surplus  commodities,  thereby  avoid- 
ing these  utterly  impracticable,  uneconomic, 
and  unbusinesslike  methods  of  production  at 
home.  Sooner  or  later,  statesmen  everywhere 
will  be  literally  driven  back  in  the  direction  of 
economic  sanity.  The  broad  program  which 
our  Government  has  proclaimed  and  is  sup- 
porting points  the  way  from  existing  wholly 
artificial  conditions  back  to  sound  recovery. 
In  my  judgment,  more  moderate  tariffs  from 
1922  to  1929  would  have  done  much  to  extend 
our  agricultural  markets,  to  lower  agricultural 
costs,  and  increase  agricultural  income.  No  one 
should  realize  more  clearly  than  our  farmers 
that  both  a  domestic  and  an  international  eco- 
nomic program  is  necessary  for  their  welfare. 

It  is  undeniably  true  that  a  considerable 
change  from  the  pre-war  economic  system  has 
occurred,  which  means  more  Government  reg- 
ulation, or  control,  or  cooperation,  at  least  for 
the  present,  with  respect  to  the  satisfactory 
distribution  and  some  phases  of  production  of 
commodities  among  foodstuff  and  raw-mate- 
rial groups  and  the  manufactures.     We  must 


banish  the  new  and  unprecedented  phase  of 
this  depression,  where  (listless  and  plenty  exist 
side  by  side. 

We  must,  therefore,  grapple  with  the  new 
situation  brought  about  by  the  great  develop- 
ment and  utilization  of  mechanics  and  horse- 
power in  industry,  and  the  resultant  abnormal 
increase  in  certain  lines  of  production  which 
operates  as  a  dislocating  factor  in  our  econ- 
omy. On  the  exchange  and  distribution  side, 
we  must  grapple  with  trade  barriers,  exchange 
restrictions,  and  international  debts,  public  and 
private,  each  of  which  is  either  a  major  or 
minor  factor  in  the  obstruction  of  the  move- 
ments of  international  finance  and  trade. 

Full  and  permanent  business  recovery  will 
undoubtedly  not  be  attainable  overnight.  It 
will  tax  the  initiative,  energy,  hardihood,  and 
determination  of  the  American  people  to  the 
extent  that  at  former  periods  it  challenged  the 
best  that  was  in  our  ancestors.  I  predict,  how- 
ever, that  just  as  they  met  and  overcame  the 
challenge  of  apparently  insurmountable  diffi- 
culties in  the  past,  the  American  people  of 
today  will  also  rise  to  this  extreme  emergency 
and  successfully  meet  it. 

For  the  prize  is  great -indeed.  It  is  a  world 
in  which  are  realized  the  full  possibilities  of 
the  great  advances  of  science  and  invention 
that  have  come  with  ever-increasing  momen- 
tum during  the  past  century.  Political  and 
economic  organization  must  be  commensurate 
with  this  advance.  It  is  in  organization  only 
that  we  have  failed — organization  of  a  world 
society.  Yet  we  have  given  us  from  many 
sources  the  counsel  of  despair.  It  is  urged 
that  we  must  reverse  the  processes  of  historical 
development  and  work  toward  a  world  of  sep- 
arate national  compartments. 

These  persons,  sincere  but  with  vision  en- 
tirely too  narrow  or  limited,  have  all  along  im- 
agined that  each  nation  of  the  world  can,  with- 
out the  slightest  disadvantage  from  outside 
conditions  or  influences,  withdraw  and,  to  all 


practical  intents  and  purposes,  live  unto  itself. 
Many  of  these  persons  see  no  lesson  whatever 
in  the  fact  that  the  late  war  continued  to  ex- 
pand and  extend  until  it  became  a  world  war, 
and  that  the  depression  of  the  past  5  years  ex- 
tended and  expanded  from  one  country  to  an- 
other until  it  became  a  world  depression.  Nor 
can  they  see  any  lesson  in  the  fact  that  our  in- 
dustry, highly  mechanized  in  many  respects, 
our  rapid  transport  and  communications  which 
have  been  developed  to  an  unprecedented  ex- 
tent, show  that  the  movement  of  goods  and  of 
ideas  from  country  to  country  in  a  mutually 
profitable  manner  is  as  possible  today  as  such 
movement  was  before  the  marvelous  develop- 
ment of  these  facilities  of  production,  trans- 
portation, and  communication. 

How  much  longer  will  the  nations  continue 
to  ignore  these  lessons  of  experience  and  per- 
sist in  their  efforts  to  seclude  themselves  from 
each  other  by  every  imaginable  obstruction 
upon  the  same  theory  that  one  would  make  a 
compartment  airtight? 

Has  it  not,  over  and  over  again,  been  dem- . 
onstrated  that  excessive  artificial  obstructions 
have  destroyed  international  trade  without 
creating  equivalent  domestic  trade  in  any 
country — have  thrown  out  of  employment 
many  millions  of  wage-earners  producing  for 
export  without  providing  employment  for 
them  in  producing  for  home  consumption? 

To  illustrate  this  point,  the  international 
trade  of  the  world  should  normally  be  35  to 
40  billions  of  dollars  instead  of  the  present  ex- 
tremely small  volume  of  less  than  15  billions; 
the  annual  wholesale  volume  of  trade  in  the 
United  States  was  68  billions  of  dollars  in 
1929,  and  fell  to  32  billions  of  dollars  in  1933. 

There  are  but  few  people  who  really  under- 
stand the  mechanics  of  international  finance 
and  commerce.  Many  persons  promptly  be- 
come alarmed  if  it  is  suggested  that  we  should 
exchange  more  exports  for  more  imports  in 
a  manner  that  would  be  mutually  desirable 


ami  mutually  profitable.  The  cry  is  imme- 
diately sounded  that  American  production  and 
American  labor  are  about  to  be  displaced  and 

injured.  We  have  but  to  recall  that  in  1929 
we  imported  around  3  billions  of  dollars  of 
commodities  in  excess  of  the  amount  imported 
for  1933,  while  6  million  wage-earners  over  and 
above  the  present  number  employed  were  re- 
ceiving steady  employment. 

The  early  restoration  of  mutually  profit- 
able international  markets  which  will  afford 
an  immense  increase  of  employment  here  and 
everywhere  is  a  problem  of  supreme  im- 
portance. 

I  am  not  one  of  those  down-hearted  and  J 
defeatist  persons  who  believe  that  this  coun- 
try has  reached  the  limit  of  its  accomplish- 
ments; that  as  a  result  we  are  prepared 
supinely  and  ignominiously  to  abandon  all 
leadership  and  programs  and  movements  for 
the  restoration  of  those  high  ideals,  aims,  and  j 
aspirations  of  our  people  during  past  cen- 
turies; that  we  no  longer  strive  to  get  back 
to  those  high  standards  of  conduct,  political, 
social,  moral,  and  religious,  from  which  we 
have  measurably  departed. 

We  shall  not  lose  our  courage  and  thus  be- 
come a  decadent  people — we  shall  not  forget 
the  fundamentals  of  that  political  philosophy 
which  underlies  democracy  and  democratic 
forms  of  government,  nor  the  economic  phi- 
losophy which  our  forebears  have  practiced 
during  recent  centuries  with  marvelous  re- 
sults in  human  advancement.  I  deny  that  we 
have  become  permanently  soft  and  flabby, 
without  vision,  or  enterprise,  or  hardihood, 
or  energy  and  determination,  such  as  moved 
and  inspired  preceding  generations  of  our 
people  to  great  achievements  and  to  climb  to 
new  heights  of  civilization.  There  will,  in 
my  unalterable  opinion,  be  an  awakening.  It 
is  already  beginning. 

The  more  forward-looking  and  forward- 
moving  American  people   are   girding  them- 
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selves  for  a  supreme  effort  to  restore  the  nor- 
mal processes  and  methods  and  the  normal 
volume  of  international  finance  and  commerce. 
They  must  not  fail.  If  they  do,  I  shudder 
to  contemplate  the  extremes  of  regimentation 
as  a  permanent  policy,  with  a  revolution  in 
our  economic  life,  with  greater  unemployment 
and  lower  living  standards,  and  increasingly 
lower  levels  of  civilization,  which  would  in- 
evitably result. 

I  shall  not,  at  this  time,  undertake  an  esti- 
mate of  the  amount  of  staple  agricultural  sur- 
pluses which  we  should  again  export  and  sell 
abroad.  I  do  know  that  the  finer  qualities 
of  our  midland  cotton  are  not  equaled  any- 
where for  many  vitally  important  manufactur- 
ing purposes;  that  our  dark  tobacco  in  flavor 
and  quality  is  not  approached  by  any  other 
production  anywhere ;  that  our  lard  and  other 
hog  products  are  still  much  sought  in  many 
outside  markets ;  that  numerous  other  surplus 
products  of  American  agriculture,  such  as 
wheat  and  flour,  fruits  of  all  kinds,  lumber,  as 
well  as  many  manufactured  and  mineral  prod- 
ucts, can  and  will  be  sold  by  Americans  in 
many  parts  of  the  world,  but,  if  we  fail  to 
rise  to  this  opportunity,  similar  and  generally 
inferior  products  of  agriculture  will  be  sold  by 
other  countries  to  meet  the  needs  of  popula- 
tions not  producing  them  at  all  or  in  satisfac- 
tory quantities  or  qualities.  If  we  judge  by 
past  experience  in  industry  and  commerce,  the 
time  will  soon  come  again  when  a  very  limited 
number  of  countries  and  of  peoples  will  out- 
strip all  others  in  efficiency,  energy,  and  enter- 
prise. 

The  result  will  be,  as  stated,  that  unquestion- 
ably the  world  as  a  whole  can  profitably  main- 
tain an  international  trade  of  35  to  40  billions 
of  dollars  measured  by  exports  alone.  I  be- 
lieve that  the  American  people  have  still 
enough  ingenuity,  initiative,  vision,  and  deter- 
mination to  secure  16  percent  to  20  percent  of 
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this  immense  volume.  Naturally,  the  time  iv- 
guired  lor  this  vast  undertaking  will  be  af- 
fected by  the  time  accessary  for  the  liberaliza- 
tion of  commercial  policy  and  the  readjust- 
ment downward  of  trade  barriers  to  a  moder- 
ate level  by  the  important  countries  of  the 
world.  I  believe  this  country  will  perform  its 
full  part  in  an  effort  to  aid  in  bringing  about 
this  latter  accomplishment. 

The  most  I  can  say  is  that  the  opportunity 
for  this  immense  undertaking  and  vast  accom- 
plishment so  vital  to  the  welfare  of  American 
agriculture  and  the  American  people  is  now 
certainly  in  our  hands. 

To  assist  in  securing  the  removal  of  these 
barriers  to  which  I  have  referred,  Congress  in 
June,  by  the  passage  of  the  Trade  Agreements 
Act,  authorized  the  President  to  conclude  ar- 
rangements with  all  other  countries  in  order 
that  world-wide  trade  may  be  enlarged.  We 
can  now  sit  down  around  a  conference  table 
with  foreign  countries  and  come  to  grips  with 
our  common  trade  problems.  The  great  merit 
of  this  new  method  of  tariff  revision  is  that  it 
offers  us  the  opportunity  to  get  the  full  benefit 
of  expanded  exports  in  return  for  the  admis- 
sion of  larger  imports. 

Increased  imports,  however,  will  be  stimu- 
lated on  the  basis  of  causing  the  least  possible 
disturbance  to  domestic  production.  The  most 
careful  and  scientific  study  by  experts  will 
precede  the  reduction  of  duties  on  our  part  and 
the  removal  by  others  of  barriers  obstructing 
our  trade.  To  those  who  are  fearful  of  the  ef- 
fects of  the  trade  agreements,  I  would  point 
out  that  we  are  permitted  to  reduce  rates  no 
more  than  50  percent  and  cannot  transfer  any 
article  from  the  dutiable  to  the  free  list. 
When  it  is  recalled  that  the  average  of  our 
tariff  rates  is  extremely  high,  it  can  be  seen 
that  the  program  cannot  be  drastic  even  if 
widely  applied,  especially  when  the  dollar  de- 
preciation adds  considerably  to  the  tariff  pro- 
tection. 
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We  can  calculate  roughly  the  extent  to  which 
the  depreciation  of  the  dollar  tends  to  increase 
the  cost  of  imported  goods.  That  increase, 
taken  by  itself  alone,  was  69  percent,  for  it 
takes  that  many  more  revalued  dollars  to  buy 
with  foreign  currency  any  article  at  the  same 
price  at  which  it  sold  before  revaluation.  The 
effect  of  this  additional  protection  has  to  some 
extent  been  reduced,  in  part  by  the  fact  that 
our  prices  have  risen  and  in  part  by  price  de- 
clines in  other  countries.  In  the  case  of  France, 
for  example,  our  price  advantage  has  been  re- 
duced by  a  rise  of  26  percent  in  prices  here  and 
a  decline  of  6  percent  in  prices  in  France,  so 
that  our  advantage  has  been  reduced  by  32 
percent,  or  slightly  less  than  half  of  what  it 
tended  to  be  in  the  beginning.  Our  advantage 
is  still  large,  but,  to  the  extent  that  prices  in 
other  countries  have  fallen,  the  world  situa- 
tion is  not  improved,  for  it  is  important  to 
restore  all  prices  and  not  to  depress  them  any- 
where. 

Now  we  all  recognize  that  the  dollar  being 
cheaper  externally  was  of  the  greatest  aid  to 
our  exports — especially  our  agricultural  ex- 
ports— for  foreigners  then  could  obtain,  at  a 
lower  rate  of  exchange,  dollars  with  which  to 
buy  our  goods.  We  must  recognize,  however, 
that  if  they  are  to  continue  to  buy  our  goods, 
we  must  buy  theirs ;  and  as  I  have  just  pointed 
out,  the  devaluation  made  the  cost  of  imports 
higher.  The  only  import  we  stood  ready  to 
take  at  higher  prices  and  in  increased  quan- 
tities— so  that  foreigners  might  get  dollars 
with  which  to  buy  our  goods — was  gold. 

Now  let  us  turn  to  the  figures  of  our  foreign 
trade  for  the  first  10  months  of  this  year,  just 
reported  by  the  Department  of  Commerce. 
Exports  show  an  encouraging  increase  of  36 
percent  in  value  over  the  corresponding  period 
of  last  year ;  imports,  however,  have  increased 
but  16  percent.  This  gives  us  a  commodity 
excess  of  exports  of  $396,000,000  as  against 
$111,000,000   last  year.     Gold,   however,   was 
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imported,  in  response  to  our  higher  price  for 
it,  in  the  unprecedented  amount  of  $921,000,- 

000  for  the  10-month  period.  Our  greatly  in- 
creased excess  of  exports  and  other  noncom- 
inodity  items  were  paid  for  entirely  with  these 
gold  imports.  Sales  cannot  be  permanently 
paid  for  in  this  way. 

I  cannot  too  strongly  emphasize  this  situa- 
tion, for  while  it  reflects  what  has  been  funda- 
mentally wrong  with  our  trade  balance  ever 
feince  the  war,  it  gives  us  a  most  striking  oppor- 
tunity to  combine  with  the  great  gains  our 
monetary  policy  has  secured  for  agriculture, 
the  opportunity  through  our  tariff  and  trade- 
agreements  policy  for  correction  of  our  trade 
position. 

Let  us  now  turn  to  the  trade-agreements  pro- 
gram. The  first  agreement  under  this  act  was 
concluded  last  August  with  Cuba,  and,  as  it  is 
the  only  one  yet  negotiated  and  put  into  effect, 

1  should  like  to  give  a  somewhat  detailed  de- 
scription of  it.  While  it  contains  special  fea- 
tures which  will  be  absent  from  agreements  to 
be  arranged  with  other  countries,  its  operation 
will  furnish  a  basis  for  forecasting  the  work- 
ing of  the  others. 

Our  Cuban  trade  had  fallen  to  the  levels  of 
1904,  dropping  from  $191,000,000  to  $22,000,- 
000.  The  Department  of  Agriculture  has  es- 
timated that  the  loss  of  the  Cuban  market  for 
foodstuffs  since  1928  alone  means  817,000  acres 
taken  out  of  production  in  the  United  States. 
Since  1924,  Cuba's  total  sales  to  us  have  de- 
clined from  $362,000,000  to  $57,000,000  in  1933. 
That  decline  means  a,  loss  of  over  $300,000,000 
in  goods  Cuba  would  otherwise  have  been  able 
to  purchase  from  us. 

In  our  trade  agreement  with  Cuba,  we  low- 
ered our  tariff  against  her  sugar  substantially 
and  provided  for  the  allocation  of  imports 
among  the  various  areas  supplying  the  Ameri- 
can market.  Cuba's  allotment  was  substan- 
tial, and,  to  the  extent  she  enlarges  her  sales 
to  us,  we  are  certain,  as  the  record  is  already 
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beginning  to  show,  to  enjoy  enlarged  sales  to 
her. 

Another  concession  was  granted  on  rum,  in 
conformity  with  the  administration's  policy  of 
combating  bootlegging  by  reducing  the  price 
of  liquor.  The  duty  on  Cuban  rum  was  re- 
duced from  $4  to  $2.50  per  gallon.  Since  in 
Cuba  tobacco  is  second  to  sugar  in  importance, 
and  since  her  sales  of  this  product  permit  her 
to  buy  more  of  our  other  products,  a  satisfac- 
tory arrangement  was  made  by  providing  for 
a  more  generous  importation  of  Cuban  tobacco 
than  has  been  possible  in  recent  years.  In  con- 
nection with  the  reduced  duties  on  tobacco, 
protection  is  given  to  our  domestic  producers. 
As  in  the  case  of  sugar,  if  the  cigar-tobacco 
adjustment  program  is  abandoned,  the  rates 
on  Cuban  tobacco  will  revert  automatically  to 
the  present  rates.  Lower  rates  on  fresh  fruits 
and  vegetables  were  made  applicable  during 
that  part  of  the  year — the  winter  season — when 
similar  domestic  products  are  not  entering  the 
market  here. 

These  arrangements,  made  on  our  part  with 
Cuba,  have  been  explained  in  some  detail  in 
order  that  all  may  judge  the  nature  and  oper- 
ation of  the  concessions  we  have  granted.  Let 
us  now  turn  to  the  concessions  obtained  for 
American  products. 

Substantial  reductions  were  asked  and  were 
obtained  in  Cuba's  tariff  rates  on  foodstuffs. 
These  reductions  are  important,  for  Cuba's  to- 
tal purchases  of  foodstuffs  had  fallen  from 
$57,500,000  to  $5,400,000  over  the  last  10  years. 
In  the  case  of  lard,  her  purchases  had  fallen 
from  $12,800,000  to  a  little  over  $500,000.  By 
far  the  most  important  reduction  in  duty  made 
by  Cuba  was  on  hog  lard,  the  rate  having  been 
reduced  from  $9.18  a  hundred  pounds  to  $2.73, 
with  an  agreement  to  reduce  this  rate  further 
in  2  years  to  $1.45.  In  addition,  Cuba  removed 
her  consumption  tax  of  $1  per  hundred  pounds 
on  lard. 
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On  cottonseed,  corn,  and  soya-bean  oil,  the 
nitc  on  the  crude  product  lias  been  decreased 
from  $4.36  per  hundredweight  to  88  cents;  and 
on  refined,  from  $tiA?)  to  $i.3G.  Our  position 
jl safeguarded  further  by  the  preferential  rate 
Cuba  gives  to  us.  Our  rate  is  35  percent  and 
;.0  percent  below  Cuba's  rate  on  these  products 
from  all  other  countries. 

On  wheat  flour  the  consumption  tax  has  been 
eliminated,  and  our  preferential  rate,  on  flour 
milled  entirely  from  toheat  produced  in  the 
United  States,  is  now  40  percent  below  rates 
applied  to  other  countries. 

Valuable  concessions  were  obtained  on  pork 
products  other  than  lard  in  duty  reductions  of 
from  30  percent  to  40  percent.  Potato  rates 
were  reduced  by  Cuba  50  percent.  Other  rate 
reductions  included  concessions  on  rice;  fresh, 
dried,  and  evaporated  fruits;  animal  and  poul- 
try feeds;  canned  sardines,  salmon,  and  other 
fish ;  canned  peas,  asparagus,  and  corn ;  canned 
meats;  and  crackers  and  biscuits. 

On  industrial  products,  a  brief  listing  indi- 
cates the  range  of  concessions  which  the  United 
States  secured.  The  list  includes  textiles,  silk 
knit  goods,  machinery  and  automobiles,  office 
appliances,  iron  and  steel,  copper  and  other 
metals,  wood  and  lumber,  paper  and  card- 
board, cellophane,  chemicals,  hides  and  leather, 
electric-light  bulbs,  and  a  large  number  of 
other  products. 

While  sufficient  time  has  not  elapsed  since 
the  Cuban  agreement  went  into  force  to  de- 
termine what  its  ultimate  effect  on  trade  be- 
tween the  United  States  and  Cuba  will  be,  the 
first  2  months  of  its  life  indicate  that  the 
result  will  be  decidedly  favorable  for  both 
countries. 

When,  immediately  after  the  treaty  became 
effective,  there  was  an  increase  of  imports  from 
the  United  States  into  Cuba,  doubters  said  that 
that  was  to  be  expected,  as  many  shipments 
had  been  held  up  in  order  to  take  advantage 
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of  the  new  conditions.  They  predicted  the 
increase  would  not  hold  and  that  very  soon 
our  exports  to  Cuba  would  greatly  diminish. 
This  gloomy  prophecy  has  so  far  not  been  ful- 
filled. A  report,  dated  November  9,  from  Am- 
bassador Caffery  at  Habana  indicates  that  the 
increase  in  United  States  exports  to  Cuba  has 
been  steadily  maintained.  As  an  indication  of 
the  increase  in  trade,  one  steamship  line  re- 
ported that  its  freight  traffic  between  United 
States  and  Cuban  ports  was  100  percent  better 
than  last  year. 

Since  the  agreement  with  Cuba  was  con- 
cluded 3  months  ago,  the  necessary  initial  steps 
have  been  taken,  and  we  are  now  negotiating 
trade  agreements  with  12  additional  countries, 
some  of  which  will  soon  be  completed.  It 
should  be  remembered  by  any  of  those  who 
look  for  instant  results  that  the  law  authoriz- 
ing the  agreements  is  not  yet  6  months  old,  but 
already  a  mass  of  preparatory  work  has  been 
done,  public  hearings  have  been  held,  and  sev- 
eral agreements  are  near  completion. 

In  connection  with  the  negotiation  of  these 
trade  agreements,  it  is  frequently  asked  how; 
any  bargaining  can  be  done  or  concessions 
made  if  the  most-favored-nation  principle  is 
retained.  What  advantage,  it  is  asked,  will 
one  country  gain  if  that  advantage  is  extended 
to  all  other  countries  enjoying  most-favored- 
nation  privileges? 

The  answer  is  that  the  people  in  most  parts' 
of  the  world  will  not  be  satisfied  with  less  than 
full  and  stable  prosperity,  and  our  own  pro- 
gram for  trade  recovery  must  include  all  coun- 
tries insofar  as  it  is  practicable  to  do  so.  Such 
is  the  broad  lasting  objective  we  have  in  mind, 
and  it  cannot  be  reached  without  a  general,  not 
a  special  and  particular,  restoration  of  a  nor- 
mal volume  of  international  trade. 

Experience  during  the  post-war  and  panic 
period  has  clearly  demonstrated  that  barter 
transactions  and  exclusively  bilateral  arrange- 
ments yield  not  only  a  mere  fraction  of  the 
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normal  volume  of  trade,  but  the  latter  in  many 
instances,  and  especially  when  repugnant  to 
the  broad  doctrine  of  equality,  also  produces 
endless  confusion  and  creates  bitter  rivalries. 
Naturally  an  exception  or  departure,  mainly 
of  temporary  character,  will  be  necessary  from 
time  to  time,  as  we  struggle  through  the  dis- 
located and  abnormal  trade  conditions  still 
jkisting.  The  broad  and  ultimate  objective, 
however,  must  be  kept  alive  and  in  view  at  all 
times. 

The  broad  and  liberal  policy  to  which  we 
are  dedicated  embodying  equality  of  treatment, 
the  elimination  of  objectionable  trade  prac- 
tices, and  the  gradual  concurrent  removal  of 
excessive  trade  barriers  permits  the  fullest  vol- 
ume of  mutually  profitable  trade  between  na- 
tions. It  also  enables  practical  business  men 
to  act  with  more  freedom  in  international  com- 
merce by  permitting  them  to  carry  out  a  vast 
range  of  transactions  without  any  govern- 
mental interference  whatever. 

The  United  States  wishes  to  keep  alive  this 
fundamental  and  comprehensive  objective. 
There  was  never  greater  need  for  sound,  alert, 
and  progressive  leadership  in  this  matter,  and 
the  United  States  should  not  shirk  its  respon- 
sibility. In  these  circumstances,  this  Govern- 
ment is  clinging  steadfastlv  to  the  most- 
favored-nation  policy  as  nearly  as  possible  in 
its  unconditional  form.  To  do  otherwise  would 
be  to  eat  our  own  words  condemning  the  Ger- 
man Government  for  violating  the  doctrine  of 
equality  of  treatment  with  respect  to  debts  due 
our  nationals,  and,  in  brief,  to  reverse  our  en- 
tire attitude  of  complaint  against  discrimina- 
tions to  many  countries. 

Many  nations  have  already  appreciated  the 
soundness  of  our  point  of  view  by  seeking  to 
join  us  in  making  these  reciprocal  agreements 
on  broad  lines.  It  is  expected  that  still  more 
will  follow  their  example.  Twenty-one  Amer- 
ican republics  declared  for  a  liberal  program 
of  economic  restoration  at  Montevideo  last  De- 
cember.    With  such  a  favorable  beginning  and 
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outlook,  it  is  no  time  to  fall  back  into  the  nar- 
row, short-sighted  practices  which  have  low- 
ered standards  of  living  and  produced  unsatis- 
factory international  relationships. 

In  working  to  restore  a  freer  flow  of  trade 
between  ourselves  and  all  other  nations,  our 
chief  concern  will  be  the  interest  of  the  country 
as  a  whole.  It  is  an  axiom  of  economics  that 
a  people,  whether  its  output  per  capita  be 
great  or  small,  can  make  available  for  its  own 
consumption  a  greater  variety  and  a  greater 
quantity  of  goods  by  exchange  of  commodities 
it  produces  very  effectively  for  commodities 
which  it  cannot  produce  or  can  produce  only 
with  relative  ineffectiveness. 

In    the    present   low    state   of   agricultural 
prices  and  of  world  trade,  it  is  especially  im- 
portant to  develop  foreign  trade,  for  foreign 
markets  alone  can  take   all  our  agricultural 
surpluses.     During   1932-33,  we  almost  gave 
lard  away  to  induce  Americans  to  consume  an- 
nually 2  pounds  more  per  capita.    Other  coun-  ;■ 
tries  are  in  need  of  these  goods,  and  we  can  get  ! 
more  for  our  lard  abroad  than  we  get  by  sell- 
ing the  surplus  stock  in  a  glutted  home  market,  t 
But  we  must  let  others  sell  to  us  those  goods  ■ 
which  constitute  the  means  of  payment  for  ; 
what  we  propose  to  export.    Notwithstanding 
recent   violent   criticisms   against  all   foreign  ; 
loans  and  investments,  we  shall  again  see  hard-  ' 
headed  business  men  in  creditor  countries  re-  J 
sume,  not  the  late  wild,  reckless  policy,  but  ,' 
the  same  pre-war  external  loan  and  investment 
policy. 

We  must  steadfastly  keep  our  eye  on  what 
will  most  benefit  all  the  American  people.  We 
must  act  unitedly  and  not  permit  relatively  un- 
important special,  or  notoriously  inefficient  or 
uneconomical  industries  to  secure  that  degree 
of  protection  which,  though  gainful  to  a  par- 
ticular unit,  is  patently  damaging  to  the  coun- 
try at  large,  and  particularly  to  agriculture, 
which,  geared  to  an  export  business  on  a  large 
scale,  has  been  brought  wellnigh  to  ruin  by  the 
destruction  of  world  trade. 


17 


We  are,  therefore,  approaching  our  trade 
negotiations  mindful  of  the  interests  of  our 
whole  economy  and,  indeed,  of  the  whole  world. 
Just  as  the  industrial  groups  within  our  own 
country  cannot  have  prosperity  unless  our  ag- 
riculture is  prosperous,  so  in  the  same  way  the 
United  States  cannot  achieve  a  great  measure 
of  prosperity  unless  the  world  is  prosperous. 
We  believe  exchanges  of  goods  between  nations 
can  be  so  arranged  as  to  be  fair  and  profitable 
to  all. 

Time  and  patience  are  required  to  repair  the 
fabric  of  business  internally  and  internation- 
ally so  that  this  country  and  the  world  can  go 
forward  to  a  high  level  of  substantial  and  abid- 
ing prosperity.  Let  us  not  imagine,  however, 
that  economic  rehabilitation  can  be  attained 
and  made  to  endure  through  purely  selfish  and 
material  means.  A  prosperity  reached  by  the 
ruthless  methods  of  the  past  would  be  as  frag- 
ile and  transitory  as  that  which  has  just  so 
ignominiously  collapsed. 

This  is  true  whether  we  think  merely  in 
terms  of  trade  as  such  or  of  those  broader  eco- 
nomic and  political  matters  which  daily  char- 
acterize our  relations  with  the  countries  of  the 
world.  Whether  it  be  in  matters  of  armament, 
finance,  or  trade,  we  seek  and  we  ourselves 
must  grant  fairness  and  nondiscrimination  of 
treatment  in  the  fullest  sense.  We  are  con- 
fused in  our  approach  to  our  international 
problems  only  when  we  lose  sight  of  these 
basic  principles  which  must  guide  us.  The 
formula  is  simple  but  its  fulfillment  not  so. 
Perhaps  we  need  a  regeneration  of  conceptions 
and  purposes  in  the  light  of  these  principles. 

And  I  am  prepared  to  go  a  step  further  and 
say  that  without  a  lifting  of  moral  standards 
and  a  leaven  of  spiritual  ideals  in  our  approach 
to  these  problems,  we  shall  never  find  the  right 
solutions.  Only  if  our  actions  are  animated 
by  high  purpose  and  such  spiritual  ideals  can 
we  hope  to  establish-  that  threefold  blessing : 
true  democracy,  economic  security,  and  social 
justice.  - 
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AMERICAN  COMMERCIAL 
POLICY1 


The  future  commercial  policy  of  the  United 
States  is  likely  to  be  determined,  not  by  the 
theoretical  debates  of  protectionists  versus 
free-traders,  of  internationalists  versus  nation- 
al i>ts,  nor  by  the  waxing  or  waning  power  of 
Apolitical  groups  or  parties.  Its  direction  will 
be  more  vitally  influenced  by  economic  neces- 
sities which  are  being  and  will  increasingly  be 
forced  upon  us  by  world  conditions  over  which 
we  have  but  a  modest  degree  of  control. 
Sound  governmental  administration,  so  far  as 
it  concerns  foreign  trade,  depends  upon  a  cor- 
rect understanding  and  evaluation  of  these 
world  conditions  and  a  conscious  shaping  of 
future  policies  to  protect  and  to  promote  Amer- 
ican interests  in  the  face  of  these  conditions. 
AFrom  1850  to  1875  we  were  buying  more 
from  abroad  than  we  were  selling.  Our  ex- 
ports were  largely  raw  materials  and  agricul- 
tural products;  imports  were  in  the  main  fin- 
ished manufactures.  We  were  a  debtor  nation 
still  borrowing  capital  from  abroad,  largely  in 
the  form  of  finished  goods.  Not  until  the 
1890's  did  we  achieve  a  continued  excess  of 
commodity  exports.  Although  this  excess  was 
not  large  until  after  1915,  we  were  nevertheless 
steadily  repaying  the  sums  owed  abroad. 

Then  came  the  war^and  with  it  our  position 
was  abruptly  and  drastically  changed.    From 
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a  debtor  nation  we  became  almost  overnight 
the  greatest  creditor  nation  of  the  world.  In- 
stead of  owing  Europe,  as  we  did  in  1915,  a 
total  of  $5,000,000,000,  we  suddenly  found  that 
$15,000,000,000  was  due  us  on  private  accounts, 
aside  from  the  war  debts  owed  us  by  foreign 
governments. 

Our  financial  situation  was  reversed  like  the 
turn  of  a  wheel.  But  the  psychology  that  is 
slowly  built  up  in  a  debtor  nation  through  the 
years  could  not  be  reversed  with  the  same  celer- 
ity. -For  over  30  years  we  had  been  educated 
to  the  belief  that  an  excess  of  exports  consti- 
tuted a  "  favorable  "  and  an  excess  of  imports 
an  "  unfavorable  "  balance  of  trade.  We  had 
become  fundamentally  "  export-minded  "ji  We 
could  not  readily  adjust  our  modes  of  think- 
ing to  planning  for  an  excess  of  imports. 

The   necessities   of   international 
nevertheless    are    inexorable, 
war    we    sought    and    found 
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thought,  to  have  our  cake  and  eat  it  too.  In 
spite  of  our  being  a  great  creditor  nation  with 
consequent  large  payments  due  us,  we  main- 
tained our  excess  of  commodity  exports  by  the 
simple  expedient  of  loaning  to  European  coun- 
tries sufficiently  large  sums  to  buy  the  con- 
tinuing flood  of  American  exports.  During 
the  closing  years  of  the  twenties  we  were  ex- 
tending loans  to  Europe  to  the  tune  of  about 
$600,000,000  a  year.1 

In  1930  came  a  rude  awakening  and  an 
abrupt  cessation  of  further  loans.  Interna- 
tional balances  still  must  be  met.  At  first  this 
was  done  by  exhausting  the  short-term  credits 
which  had  been  accumulated  here,  then  by 
shipments  of  gold.  These  heavy  gold  ship- 
ments were  of  little  use  to  us  because  of  our 
overabundance  of  supply.  Yet  to  European 
countries,  with  stocks  of  gold  dwindling  to  a 
danger  point,  the  result  was  disastrous.  The 
effect  was  to  depress  prices  and  give  impetus 
to  a  deflationary  movement  throughout  the 
world.    Gold  shipments  cannot  be  maintained 


indefinitely  without  menacing  currency  stabil- 
ity. Certain  European  countries  are  reaching 
or  have  reached  the  limit  of  their  ability  to 
ship  gold  without  endangering  their  currency. 
These  nations,  unable  to  borrow  further  funds, 
unable  to  ship  further  gold,  today  have  no 
choice  left  them  but  to  increase  their  exports 
or  to  curtail  their  imports  from  the  United 
States.  They  are  in  the  grip  of  economic 
Necessity. 

Thus,  the  future  of  our  exports  is  depend- 
ent upon  our  finding  a  practical  solution  for 
these  existing  problems;  and,  if  we  are  not  to 
lose  our  exports,  that  solution  depends  neces- 
sarily upon  increased  American  imports.  The 
requirements  of  international  balances  re- 
main inexorable.  World  equilibrium  must  be 
restored. 

II 

i  The  outstanding  feature  which  marks  inter- 
national trade  during  the  present  decade  is  the 
vigorous  development  of  economic  nationalism 
in  new  and  menacing  forms.  Before  1930  eco- 
nomic nationalism  manifested  itself  princi- 
pally in  the  form  of  high  tariff  walls.  These 
were  harassing  to  the  flow  of  trade,  but  speak- 
ing in  general  terms,  although  they  altered 
general  trade  currents,  they  left  trade  free  to 
find  its  own  new  channels.  The  flow  of  trade 
was  still  determined  by  the  functioning  of  the 
price  system.  There  was  no  regimentation,  no 
arbitrary  doling  out  of  preferences  and  dis- 
criminations as  between  countries,  no  trading 
in  special  privileges,  no  strait-jacketing  of 
commerce  in  a  way  which  prevents  growth  and 
change. 

Since  1930  new  forms  of  economic  national- 
ism have  been  introduced.  Quotas,  exchange 
control,  import  licensing,  compensation  agree- 
ments, governmental  monopolies,  and  the  like, 
are  playing  havoc  with  the  orderly  develop- 
ment and  growth  of  trade.  Countries  are  seek- 
ing in  greater  and  greater  degree  to  produce 


within  their  own  borders  all  the  commodities 
they  need,  regardless  of  cost.  The  effects  upon 
international  trade  have  been  disastrous. 
Since  1929  world  trade  has  shrunken  to  about 
a  third  of  its  former  value. 

The  present  exaggerated  forms  of  economic 
nationalism  are  due  neither  to  a  studied  and 
conscious  effort  to  build  up  a  better  system  of 
trade  relationships  nor  to  an  insane  desire  to 
win  away  rivals'  trade.  They  have  developed 
as  defense  mechanisms  to  ward  off  threatened 
financial  or  economic  break-down.  With  the 
sharp  drop  in  commodity  prices  which  marked 
the  depression  throughout  the  world — espe- 
cially in  the  prices  of  those  raw  materials 
which  preponderate  in  world  trade — exporting 
countries  experienced  early  in  the  depression 
great  difficulty  in  meeting  their  obligations 
abroad.  No  matter  what  the  shrinkage  of  com- 
modity prices,  the  sums  due  for  debt  service 
and  the  like  tend  to  remain  rigidly  fixed.  For 
instance,  every  cut  in  the  price  of  coffee,  upon 
the  foreign  sales  of  which  Brazil  is  vitally  de-  j 
pendent  for  meeting  its  external  obligations, 
cuts  correspondingly  the  Brazilian  national  in-  . 
come  and  makes  it  necessary  for  Brazil  to 
adopt  new  measures  to  maintain  her  balance 
of  payments.  So,  in  the  face  of  sharply  drop- 
ping commodity  prices,  the  nations  of  the 
world  to  avoid  a  debit  balance  in  their  inter-  ' 
national  accounts  found  it  necessary  either  to 
increase  their  exports  or  to  curtail  their 
imports. 

+  The  increase  of  sales  abroad,  particularly 
during  a  time  of  depression  and  at  a  moment 
when  other  nations  are  taking  measures  to  re- 
strict their  imports,  is  obviously  most  diffi- 
cult. On  the  other  hand,  imports  can  be  cur- 
tailed with  apparent  ease  by  the  mere  imposi- 
tion of  legal  restrictions ;  and  such  action  finds 
immediate  strong  support  in  the  political 
groups  interested  in  securing  protection  for 
privileged  domestic  producers.  Hence  come, 
first,  heightened  tariffs;  subsequently,  direct 


Imitation  of   imports    by    exchange  control, 

quotas,  import  licenses,  and  government  mo- 
nopolies. Tlu>  resultant  cut  in  imports  and 
consequent  diminution  of  supplies  tend  to  raise 
■omestic  prices  sufficiently  to  stimulate  in- 
n-eased domestic  production;  or,  if  this  fails, 
direct  encouragement  may  be  granted  by  sub- 
sidies. Thus  the  efforts  of  each  nation  to 
maintain  its  national  solvency  results  in  a  com- 
petitive stampede  toward  economic  self-suffi- 
ciency; and  this  spells  dire  consequences  to 
world  trade.' 

When  the  tension  becomes  too  great,  cur- 
rencies snap.  Yet  the  devaluation  of  a  cur- 
rency becomes  in  turn  a  new  cause  for  further 
restriction  of  imports  and  stimulation  of  ex- 
ports.0 The  cut  in  the  gold  value  of  the  cur- 
rency unit  means  that  more  currency  must  be 
paid  for  foreign  goods;  the  consequent  in- 
creased cost  of  foreign  goods  results  in  de- 
creased importations.  Conversely,  the  prices 
paid  abroad  for  exported  goods  are  convertible 
into  more  currency  than  before ;  the  consequent 
increased  price  return  from  sales  abroad  results 
in  increased  exportations.' 

Another  far-reaching  though  often  obscured 
effect  of  currency  depreciation  is  the  shift  of 
wealth  from  one  group  to  another.  "Currency 
depreciation  means  the  taxing  of  those  who 
buy  imports  for  the  benefit  of  those  who  sell 
exports.  For  instance,  since  the  devaluation 
of  the  American  dollar  did  not  change  the 
gold  price  of  cotton  on  world  markets,  Ameri- 
can cotton  exporters  receiving  substantially 
the  same  number  of  francs  or  marks  as  before 
found  these  convertible  into  an  increased  num- 
ber of  dollars.  In  other  words,  the  decline  in 
the  external  value  of  the  dollar  sent  cotton 
up  from  about  6  cents  to  over  10  cents  in  this 
country.  Thus  the  effect  of  the  devaluation 
of  the  dollar  was  reflected  in  the  enlarged  re- 
ceipts for  agricultural  exports  from  June  1933 
to  June  1934.  During  that  crop  year,  al- 
though the  quantity  exported  was  actually  less, 


the  value,  measured  in  terms  of  American  dol- 
lars, increased  from  $590,000,000  in  the  pre- 
ceding year  to  $787,000,000.  Cotton  exports 
declined  4  percent  in  volume;  the  value  in- 
creased 36  percent.  Thus,  since  agricultural 
exports  at  once  gained  the  advantage  of  a 
higher  dollar  price,  one  of  the  results  of  Amer- 
ican dollar  devaluation  has  been  a  shift  of 
wealth  in  the  direction  of  agriculture. 

Currency  depreciation  has  now  occurred  in 
the  United  States,  the  British  Empire,  Japan, 
and  South  America.  A  group  of  countries  in 
Europe  has  thus  far  resisted  this  step — France, 
Switzerland,  Holland,  Belgium,  and  Italy. 
This  group  represents  roughly  about  a  fifth  of 
the  world  as  measured  in  terms  of  foreign  trade 
and  international  finance.  Their  resistance  to 
devaluation  is  due  in  large  measure  to  the 
unfortunate  post-war  inflation  experience  and 
the  resulting  firm  public  opinion  against  any 
change  in  their  monetary  system. 

While  currency  depreciation  has  eased  the 
strain  in  some  parts  of  the  world  and  served 
to  protect  international  balances  by  curtailing 
imports  and  stimulating  exports,  in  the  gold- 
bloc  countries  the  unwillingness  to  take  this 
step  has  intensified  the  seeming  necessity  of 
protecting  their  international  balances  through 
such  direct  methods  as  reducing  imports 
through  quota  restrictions  or  increasing  ex- 
ports through  direct  or  indirect  subsidies.  In 
these  countries  the  constant  threat  of  endan- 
gering the  gold  basis  of  their  currencies  by 
heavy  exports  of  gold  to  meet  their  interna- 
tional balances  has  led  to  more  and  more  severe 
quota  restrictions  and  arbitrary  limitations  of 
imports. 

Thus,  as  the  background  of  world  conditions, 
in  the  light  of  which  a  sound  American  com- 
mercial policy  must  be  shaped,  we  must  recog- 
nize, first,  the  current  disproportion  in  our 
international  accounts,  which  last  year  was 
settled  by  unprecedented  gold  shipments,  and 
second,  the  high  trade  barriers  in  the  older 


form  of  tariff  restrictions  and  in  the  newer 
farm  of  quota  restrictions,  exchange  control, 
import  license's,  and  governmental  monopolies 
which  have  been  built  up  in  other  countries  as 
defensive  measures  in  the  effort  to  protect  their 
international  balances  of  payments. 

Ill 

American  commercial  policy  should  be  de- 
termined, not  by  a  priori  theories,  but  by  the 
character  and  peculiar  needs  of  our  own 
trade  as  seen  in  the  light  of  existing  world 
conditions. 

^v Until  the  last  decade  of  the  nineteenth  cen- 
tury we  were  engaged  in  the  export  of  raw 
materials,  primarily  agricultural  products. 
We  supplied  Europe  with  cheap  bread  and 
meat,  cotton  and  other  raw  materials — basic 
products  for  the  rapid  industrial  develop- 
ment of  western  Europe.  Europe  was  our 
best  customer. 

With  the  building  up  of  our  inland  empire 
we  turned  to  the  intensive  development  of  our 
manufacturing  industries.  New  industries 
and  an  enlarged  standard  of  living  made  us 
the  buyers  of  new  raw  materials,  such  as  rub- 
ber, tin,  silk,  and  fibers,  all  obtained  largely 
from  the  Far  East.  At  the  same  time  our 
manufacturing  industries  became  more  com- 
petitive with  those  of  Europe. 

Yet  in  Europe,  as  a  result  of  the  war,  we 
centered  our  largest  capital  investments.  Eu- 
rope must  therefore  meet  large  obligations  of 
debt  service  due  us  either  in  goods  or  services 
or  gold.  But  unfortunately  it  is  more  diffi- 
cult to  increase  imports  from  a  region  which 
supplies  goods  of  a  competitive  nature  than 
from  one  which  supplies  goods  of  a  comple- 
mentary nature.  Our  tariff  walls  are  built  up 
to  curtail  far  more  imports  from  Europe  than 
from  South  America  or  Asia.  If  the  United 
States  were  forced  to  accept  goods  in  payment 
of  debts  from  each  debtor  country  itself,  inas- 
much as  our  heaviest  debtors  are  our  leading 
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competitors,  American  industry  and  commer- 
cial life  would  be  gravely  menaced.  In  the 
light  of  practical  needs,  therefore,  America 
should  fight  the  present  tendency  toward  bi- 
lateral balancing  of  trade. 

That  this  is  true  becomes  still  more  mani- 
fest from  a  consideration  of  the  nature  of  our 
foreign  trade.  Roughly  there  are  three  main 
groups  of  countries  with  which  we  trade.  One 
group,  speaking  generally,  comprises  the  Eu- 
ropean countries  which  compete  with  us  in  in- 
dustrial products.  A  second  group  comprises 
the  principal  tropical  countries  whose  prod- 
ucts are  largely  complementary  to  our  own. 
A  third  group,  intermediate  between  the  first 
and  the  second,  includes  the  British  Domin- 
ions— Australia,  New  Zealand,  Canada,  and 
South  Africa — as  well  as  Argentina,  all  of 
which  to  a  greater  or  less  degree  compete  with 
us  in  agricultural  production. 

As  one  might  expect,  our  trade  with  each  of 
these  three  groups  is  substantially  out  of  bal- 
ance. To  Europe  we  sell  much  raw  material; 
we  cannot  buy  manufactured  goods  heavily  in 
Europe  without  doing  substantial  injury  to 
our  own  manufactures.  Taking  the  United 
Kingdom,  France,  Germany,  Italy,  Belgium, 
and  the  Netherlands  together,  in  1933  our  total 
exports  to  them  were  $600,000,000,  in  contrast 
to  our  imports  of  slightly  over  $200,000,000. 
Our  active  balance  with  these  six  leading  Euro- 
pean countries  was  almost  $400,000,000. 

The  converse  is  true  of  our  trade  with  i 
tropical  countries,  from  which  we  buy  fai 
more  raw  materials,  not  possible  to  produce 
here,  than  we  can  sell  in  manufactured  goods. 
To  Cuba,  Mexico.  Brazil,  Colombia,  and  Vene- 
zuela in  the  Western  Hemisphere,  and  British 
Malaya,  Dutch  East  Indies,  British  India,  and 
Ceylon  in  the  Orient,  our  total  exports  in  1933 
were  $130,000,000,  in  contrast  to  our  im- 
ports of  $330,000,000.  Our  dealings  with  this 
group  showed  an  unfavorable  balance  of  some 
$200,000,000. 
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With  respect  fco  the  third  group    the  British 

Dominions  and  Argentina/  since  these  coun- 
tries  are    primarily    agricultural,   competing 

witii  our  own  production,  as  one  would  expect 
We  import  from  them  less  than  we  export  to 
them,  our  exports  being  Largely  manufactured 
goods.  In  1933  our  total  exports  to  this  group 
were  ahoiit  $250,000,000  and  our  imports  $160,- 
000,000,  showing  a  balance  in  our  favor  of 
some  $90,000,000. 

Thus,  it  is  clear  that  to  satisfy  the  require- 
ments of  American  trade  we  must  sell  to 
Europe,  our  most  important  market,  far  more 
than  we  can  buy.  While  the  excess  of  exports 
is  partially  offset  by  invisible  items  such  as 
payments  for  service  items,  which  are  the 
equivalent  of  purchases,  nevertheless  a  very 
large  excess  of  payments  due  us  from  Europe 
remains,  and  this  must  be  used  as  the  basis  for 
our  excess  of  purchases  over  sales  of  some 
$200,000,000  from  the  tropical  group. 

While  such  a  description  of  our  trade  is  nec- 
essarily in  very  general  terms,  it  is  sufficient 
to  bring  out  one  fact  with  striking  clarity.  A 
commercial  program  of  bilateral  balancing  of 
trade  would  be  for  the  United  States  suicidal. 
We  have  large  export  surpluses  with  Europe 
and  the  British  Dominions.  We  have  substan- 
tial import  surpluses  with  the  tropical  coun- 
tries. Our  foreign  trade  is  strikingly  triangu- 
lar. It  is  manifest  that  we  cannot  preserve 
that  trade  on  a  program  of  bilateral  balancing 
which  seeks  to  equalize  the  value  of  exports 
and  imports  between  each  two  countries. 

That  is  why  the  United  States  must  take  an 
aggressive  attitude  in  fighting  the  policy  of 
bilateral  balancing,  which,  as  one  of  the  off- 
shoots of  economic  nationalism,  is  becoming 
more  and  more  menacing.  Recently  the  move- 
ment toward  bilateralism  has  been  accentuated 
through  the  development  of  compensation  and 
clearing  agreements,  such  as  have  been  adopted 
between  Germany  and  no  less  than  10  of  her 
creditor  neighbors. 
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Clearing  and  compensation  agreements  are 
the  result  of  modern  restrictions  barring  the 
free  flow  of  currency.  The  United  Kingdom, 
France,  Sweden,  Switzerland,  and  Holland 
bought  from  Germany  more  than  they  sold  to 
her.  Accordingly  all  of  these  were  able  to 
sequestrate  the  balance  of  payments  due  them 
from  Germany  in  order  to  compel  Germany 
to  accord  to  them  preferential  treatment  on 
her  debt  service.  Both  Germany  and  her 
creditors  intended  in  these  agreements  to  pre- 
serve the  existing  trade  balances,  which  were 
vital  to  Germany  as  a  means  of  buying  needed 
raw  materials  from  other  countries. 

But  as  a  matter  of  fact  these  clearing  agree- 
ments have  been  working  disastrously.  Ger- 
man buyers  have  bought  more  heavily  in  these 
clearing  countries  because  the  sequestration  of 
funds  made  purchases  difficult  in  nonclearing 
countries;  and  so  irksome  and  restrictive  have 
the  new  clearing  formalities  proved  that  pur- 
chasers in  the  clearing  countries  have  pre- 
ferred to  buy  elsewhere  than  in  Germany.  The 
result  has  been  the  melting  of  the  excess  bal- 
ances upon  which  the  clearing  agreements  were 
based.  As  a  direct  consequence,  Germany  is 
fast  losing  the  means  of  buying  needed  raw 
materials  from  nonclearing  countries. 

Whether  the  recently  developing  policy  of 
bilateralism  takes  the  form  of  clearing  agree- 
ments or  the  more  obvious  form  of  compensa- 
tion arrangements  under  which  imports  are 
permitted  only  in  return  for  the  taking  of  a 
corresponding  amount  of  exports,  whether  it 
appears  in  the  guise  of  a  drive  to  "  buy  from 
those  that  buy  from  us  "  or  that  of  a  2-column 
tariff  with  discriminatory  duties  against  prod- 
ucts from  countries  which  buy  less  than  a  fixed 
proportion  of  the  nation's  goods,  so  far  as  the 
United  States  is  concerned,  it  must  fight  the 
spread  of  the  movement  or  lose  a  great  part  of 
its  trade.  The  movement  is  particularly  men- 
acing to  American  agriculture,  which  depends 
vitally  upon  the  maintenance  of  a  large  volume 
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of  triangular  trade.  The  only  realistic  com- 
mercial policy  which  meet-  practical  American 
needs  is  one  which  aims  to  keep  the  channels 
oi  trade  open  to  all  countries  on  equal  terms. 

Telling  illustrations  abound.  The  value  of 
our  exports  in  1929  to  Australia,  for  instance, 
was  six  times  the  value  of  our  imports  from 
Australia.  Australia  desires  to  buy  far  more 
of  the  kind  of  goods  we  make  efficiently  and 
cheaply  than  we  desire  to  buy  of  Australian 
goods.  Only  by  triangular  trade  is  it  possible 
for  us  to  purchase  in  other  countries  the  goods 
which  we  want,  thereby  enabling  Australia  by 
selling  its  goods  in  those  countries  to  gain  the 
power  to  purchase  from  us.  Without  triangu- 
lar trade  no  nation  is  able  to  select  the  cheap- 
est and  best  markets  in  which  to  buy. 

Equality  of  treatment  to  all  must  be  the 
cornerstone  of  our  commercial  policy.  It  is 
foundationed  upon  justice  and  fairness,  and 
therefore  it  will  be  enduring.  Without  this, 
triangular  trade  cannot  be  expanded  and  de- 
veloped. It  constitutes  the  essential  basis  of 
our  "  open  door  "  policy  in  the  Far  East.  It 
underlies  our  position  toward  European  debtor 
countries  in  insisting  that  debt  payments  shall 
be  free  from  preferences  or  discrimination. 
Upon  it  rests  the  established  policy,  now  en- 
trenched in  a  network  of  treaties,  of  "  most- 
favored-nation  "  treatment. 
vIn  the  making  of  trade  agreements  two  pos- 
sible courses  lie  open.  The  one  is  a  policy 
based  upon  most-favored-nation  treatment,  a 
generalization  of  rates  and  an  effort  to  accord 
equality  of  treatment  and  commercial  privi- 
leges to  all  nations  which  do  not  discriminate 
against  American  trade.  The  other  is  a  policy 
of  trading  with  individual  nations  privilege 
for  privilege  on  a  bilateral  bargaining  basis, 
thus  according  frankly  preferential  treatment 
to  individual  countries  with  consequent  general 
discrimination  against  others. 

The  policy  of  generalization  of  commercial 
treatment   rather   than   special   privilege   and 
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discrimination,  so  far  as  one  can  judge  in  the 
light  of  present  conditions,  promises  the 
largest  return  for  the  protection  and  promo- 
tion of  American  interests.  Five  outstanding 
reasons  may  be  suggested: 

First.  The  rule  of  commercial  equality  and 
most-favored-nation  treatment  is  in  general  the 
rule  of  least  disturbance  in  international  trade 
and  of  economic  peace.  A  policy  of  prefer- 
ences accorded  to  individual  nations  and  of 
consequent  general  discriminations  is  a  policy 
of  irritations  and  consequent  economic  conflict ; 
and  economic  conflict  intensifies  the  danger  of 
armed  conflict  and  therefore  the  need  of  in- 
creased expenditures  for  armament.  The 
foundation  of  American  foreign  policy  is  the 
profound  desire  for  peace.  A  policy  which  in 
its  ultimate  stages  militates  against  peace  can- 
not be  American. 

Second.  The  policy  of  equality  and  general- 
ized tariff  concessions  to  all  nations  alike  is  the 
prevailing  practice  between  the  United  States 
and  most  countries,  the  main  exceptions  being 
France,  Canada,  and  Spain.  To  those  nations 
to  which  we  are  now  according  equality  of 
tariff  treatment,  either  under  most-favored- 
nation  treaties  or  in  actual  practice,  we  sell  a 
very  substantial  part  of  our  exports.  A  de- 
parture from  our  present  practice  would  in- 
volve a  grave  risk  of  retaliatory  action  on 
their  part.  The  danger  is  that  by  such  a  re- 
versal of  policy  we  would  lose  more  in  dollars 
and  cents  by  reason  of  such  retaliatory  action 
than  we  would  gain. 

Third.  The  policy  of  equality  of  treatment 
to  all  is  best  calculated  to  increase  the  sadly 
shrunken  trade  of  the  world.  The  existing 
high  trade  barriers  such  as  tariff  walls,  quota 
restrictions,  exchange  control,  government 
monopolies,  and  the  like,  are  killing  interna- 
tional trade.  Our  objective  should  be  to  re- 
duce these  trade  barriers.  A  policy  of  general 
equality  of  treatment  would  operate  to  widen 
the  opportunities  of  trade  more  effectively  than 
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a  policy  of  discrimination  because  the  trade  o£ 
every  country  benefits  from  each  reduction 
Hither  than  the  trade  of  a  single  country.  It 
is  therefore  the  policy  of  equality  that  oilers 
the  greatest  promise  for  a  substantial  expan- 
sion  of  world   trade,  and   of   American   trade. 

Fourth.  The  policy  of  special  preferential 
treatment  to  some  nations  and  discriminations 
to  others  would  tend  to  stimulate  other  nations 
with  whom  we  are  about  to  negotiate  trade 
fcreements  to  reduce  quotas,  raise  tariffs,  and 
erect  other  trade  barriers  in  order  to  secure 
increased  bargaining  advantage  as  against  the 
time  of  entering  into  trade  negotiations  with 
the  United  States ;  for  when  special  privileges 
are  traded  off  bilaterally  one  against  another 
which  are  withheld  from  other  countries,  the 
strong  tendency  is  for  each  country  to  put  it- 
self into  a  favorable  bargaining  position  by 
multiplying  discriminations  and  trade  restric- 
tions. Under  such  a  policy,  therefore,  there  is 
danger  that  the  force  of  the  trade  bargaining 
program  will  be  spent  in  merely  reducing  the 
padded  rates  and  discriminations  created  for 
the  sake  of  bargaining  advantage.  As  a  result 
the  net  effect  of  our  trade  bargaining  efforts 
would  be  the  heightening  rather  than  the  low- 
ering of  trade  barriers. 

Fifth.  A  policy  of  individual  preferences 
and  o-eneral  discriminations  would  increase  the 
area  in  which  American  Government  officials 
would  be  called  upon  to  determine  which  in- 
dustries to  favor  at  the  expense  of  others.  This 
would  greatly  intensify  administrative  diffi- 
culties, and  would  subject  United  States  Gov- 
ernment officials  to  special  pressures  and  influ- 
ences from  which  they  should  be  free.  A  pol- 
icy which  substantially  increases  the  burden 
cast  upon  Government  officials  of  selecting 
which  American  industries  to  foster  and  which 
to  discourage,  in  place  of  a  policy  of  generali- 
zation which  leaves  commerce  free  to  seek  its 
Own  economic  levels,  is  open  to  grave  question. 
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The  principle  of  most- favored-nation  treat- 
ment, however,  is  subject  to  limitation.  The 
United  States  stands  read}'  to  generalize  rates 
to  those  countries  which  reciprocally  generalize 
their  rates  to  us.  In  that  way  the  United 
States  gains  the  advantages  and  concessions 
granted  by  other  countries  to  third  states,  and J 
thus  prevents  the  commodities  from  such  third 
states  underselling  our  own  commodities  in  the 
markets  of  the  generalizing  states.  Such  a 
policy,  therefore,  protects  American  trade,  and 
it  is  to  the  decided  interest  of  the  United  States 
to  promote  it  throughout  the  world. 

But  the  most-favored-nation  policy  must  not 
be  misunderstood.  It  does  not  mean  generali- 
zation of  American  concessions  to  countries 
which  do  not  in  fact  generalize  to  us  or  which 
discriminate  against  American  trade.  The 
policy  is  a  reciprocal  one.  By  withholding 
concessions  granted  to  other  nations,  under  our 
trade  agreements  now  being  negotiated,  from 
nations  which  do  not  in  fact  generalize  their 
rates  to  us,  we  are  in  a  position  to  exert  con- 
siderable pressure  in  the  promotion  of  our 
policies. 

Such,  in  brief,  are  the  main  outlines  of  com- 
mercial policy  which,  insofar  as  one  can  evalu- 
ate present  world  conditions,  will  yield  the 
largest  return  in  the  protection  of  American 
interests.  In  the  pursuit  of  these  policies,  how- 
ever, doctrinaire  action  must  be  avoided.  It 
will  not  do  to  go  forward  with  eyes  blinded  to 
the  realities  of  the  situation.  Our  economic 
necessities  and  not  mere  theories  must  guide  us. 
But  our  eyes  must  be  fixed  on  the  realities  of 
the  future  as  well  as  on  those  of  the  immediate 
present. 

IV 


The  Trade  Agreements  Act  passed  by  Con- 
gress last  June  gives  to  the  President  power 
to  enter  into  trade  agreements  and  in  exchange 
for  reciprocal  concessions  to  proclaim  reduc- 
tions in  tariff  duties  on  commodities  coming 
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pom  countries,  parties  to  such  agreements,  not 
to  exceed  50  percent;  Under  the  law  the 
President  must  generalize  such  reductions  to 

other  countries,  except  that  he  may  withhold 
such  concessions  from  countries  which  discrim- 
inate against  American  commerce  or  "  because 

of  other  acts  or  policies  which  in  his  opinion 
tend  to  defeat  the  purposes"  of  this  act. 
Trade  agreements  made  in  pursuance  of  this 
act  become  effective  without  ratification  by  the 
Senate  or  by  Congress.  The  act  provides  an 
effective  instrumentality  for  promoting  Ameri- 
can foreign  trade  along  the  lines  of  policy 
which  have  been  suggested. 

In  the  administration  of  the  act  a  twofold 
purpose  must  be  borne  in  mind.  In  the  first 
place,  the  underlying  objective,  as  the  pream- 
ble of  the  act  itself  recites,  is  to  promote  and 
increase  American  foreign  trade.  The  pro- 
motion of  foreign  trade  means  an  increase  of 
American  exports,  and  also  it  means  no  less 
an  increase  of  American  imports. 
^It  is  becoming  more  and  more  self-evident 
that  our  agriculture  and  much  of  our  indus- 
try as  well  are  vitally  dependent  upon  the  suc- 
cessful maintenance  of  substantial  exports.  A 
large  portion  of  our  cotton  growers,  our  hog 
raisers,  our  tobacco  cultivators,  our  wheat  pro- 
ducers, as  well  as  a  substantial  portion  of  our 
manufacturers,  have  come  in  the  course  of 
years  to  depend  for  their  very  existence  upon 
sales  in  foreign  markets.*"  The  nation-wide  re- 
covery of  American  domestic  prosperity  is 
vitally  dependent  upon  the  restoration  of  those 
foreign  markets.  Crop-restriction  programs, 
unpopular  as  they  may  be,  are  forced  upon  us, 
not  because  we  happen  to  be  engaged  in  a  na- 
tional recovery  program,  but  for  the  simple 
reason  that  we  have  lost  substantial  foreign 
markets.  Crop  restriction  can  be  lifted  only  if 
we  increase  our  foreign  trade  and  restore  those 
markets.  It  is  not  a  question  of  nationalism 
versus  internationalism.  We  cannot  have  a 
sound  nationalism  without  international  trade. 
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But  if  domestic  recovery  waits  upon  in 
creased  exports,  no  less  do  increased  expor 
wait  upon  increased  imports.  Obviously  for 
eign  countries  cannot  buy  from  us  unless  the; 
can  sell  to  us.  They  cannot  obtain  furthe: 
credit  from  us ;  they  cannot  make  further  ship- 
ments of  gold  to  us  without  menacing  thei 
whole  currency  structures;  the  only  way  left 
open  to  them  is  to  pay  for  goods  with  goods,j 
-either  through  bilateral  or  through  triangu- 
lar trade.  The  inexorable  requirements  of  in 
ternational  balancing  permit  no  other  way 
Hence,  to  regain  foreign  markets,  the  Unitec 
States  must  substantially  increase  her  imports 

This  we  are  not  yet  doing.  The  noticeable 
increase  in  American  exports  of  the  pasi 
months  which  has  been  welcomed  as  one  o: 
the  signs  of  returning  prosperity  has  beer 
coupled  with  an  extremely  disappointing  fail 
ure  substantially  to  increase  our  imports.  Th 
increase  of  imports  no  less  than  of  exports 
must  be  one  of  the  fundamental  objectives  o: 
our  trade-agreements  program  if  our  forei 
markets  are  to  be  saved. 

In  this  program  manufacturers  have  as  vit 
a  stake  as  agriculturists.  There  can  be  no  pe 
manent  recovery  for  industry  until  we  succe 
in  restoring  a  reasonably  free  price  syste 
Such  a  restoration  cannot  come  without  an  i 
crease  in  the  present  volume  of  internation 
trade.  In  the  dynamic  world  in  which  we  liv 
a  policy  of  progressive  economic  nationalis 
if  unchecked,  will  result  in  independent  pri 
structures  in  all  countries.  Maintenance 
that  independence  in  prices  will,  in  turn,  r 
quire  insulation;  that  insulation  will  ult: 
mately  become  isolation.  Under  a  system  of 
isolated  national  price  structures  the  great 
gains  in  productive  technique  in  each  country 
would  be  lost  to  the  rest  of  the  world,  with  a 
consequent  lowered  standard  of  living  for  all. 
It  follows  that  one  of  our  fundamental  objec- 
tives in  the  development  of  our  trade-agree- 
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bents  program  must  be  a  substantial  Increase 
n  Ajnerican  exports  and  imports. 

A  second  fundamental  objective  is  do  Less 
vital.  If  the  act  is  utilized  merely  to  gain 
fclvantageous  "horse  trades"  at  the  expense 
p  other  nations,  to  trade  oil  special  privilege 
['or  special  privilege,  to  bargain  discrimination 
■gainst  discrimination,  to  outwit  by  clever 
ieals  one's  trade  competitors,  the  act  had  far 
letter  never  have  been  passed.  Such  trading 
svill  have  the  popular  approval  of  the  unthink- 
Liio-.  but  it  will  not  permanently  increase 
American  foreign  markets.  In  the  long  view 
the  chief  effect  of  such  narrow,  quid  pro  quo, 
petty  bargaining  is  to  induce  other  nations  to 
1  pad  "  their  tariffs  and  increase  trade  barriers 
in  order  to  secure  increased  bargaining  lever- 
age. The  final  result  is  the  break-down  of  co- 
operative effort,  increased  hostility  and  retali- 
ation, heightened  trade  barriers,  still  further 
choking  of  international  trade. 

If  the  purpose  for  which  the  act  was  passed 
is  to  be  attained,  our  objective  must  be  broader 
than  mere  "  horse  trading  ??.  We  must  make 
3f  the  act  an  instrumentality  for  throwing  the 
weight  of  American  power  and  influence 
against  the  current  disastrous  world  movement 
toward  economic  nationalism.  Our  objective 
must  be  to  encourage  and  make  possible,  so  far 
lis  we  can,  the  breaking  away  by  other  nations 
from  the  vicious  circle  in  which  they  are 
caught,  and  their  return  to  a  more  liberal  and 
constructive  commercial  policy.  For  it  is  only 
os  world  trade  recovers  that  the  United  States 
can  hope  to  regain  her  foreign  markets. 
American  domestic  recovery  lies  through  world 
recovery.  That  is  why  we  must  press  aggres- 
sively, by  means  of  our  own  trade  program,  for 
the  return  not  only  by  us  but  by  other  coun- 
tries as  well  to  policies  based  upon  equality  of 
commercial  treatment  to  all  and  the  termina- 
tion of  the  system  of  special  privilege  and  dis- 
crimination. 
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Along  these  lines  lies  the  largest  promise  for 
the  future  of  American  trade,  Along  these 
lines,  therefore,  the  present  battle  must  be| 
fought.  We  cannot  keep  faith  with  American 
business  and  do  otherwise. 
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RECIPROCAL  TRADE 
AGREEMENTS  AND  THE 
RECOVERY    PROGRAM1 

Address  by  the  Honorable  Cordell  Hull 

The  Chairman  of  the  Tariff  Commission, 
Mr.  O'Brien,  will  explain  to  you  the  difference 
between  the  old  and  the  new  methods  of  tariff 
revision  in  this  country.  I  hope,  in  the  next 
few  minutes,  to  show  you  how  the  trade-agree- 
ments program  ties  in  with  the  administra- 
tion's plan  for  domestic  recovery  and  the  pro- 
motion of  friendly  relations  with  other  coun- 
tries. 

The  international  exchange  of  goods  is  of 
immediate  and  vital  concern  to  every  indi- 
vidual among  us.  An  exchange  of  goods  makes 
business  move,  and  without  this  exchange 
there  is  stagnation  and  unemployment.  Trade 
stimulates  productivity  at  both  ends  of  the 
transaction.  In  addition  to  the  production  of 
the  goods  themselves,  work  is  created  in  the 
transportation  of  the  export  and  in  the  trans- 
portation, distribution,  and  marketing  of  the 
import. 

By  the  trade-agreements  program,  now  well 
under  way,  we  are  seeking  to  persuade  other 
countries  to  join  us  in  breaking  down  excessive 
barriers  to  trade  so  that  its  movements  may  be 
less  hampered  and  its  volume  increased. 
Agreements  already  concluded  with  Cuba, 
Brazil,  and  Belgium,  and  others  which  are  in 
prospect,  indicate  that  many  other  nations  are 
willing    to    cooperate.      The    agreement    with 
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Cuba — in  force  6  months — has  resulted  in  z 
marked  stimulation  of  trade,  and  it  is  reason- 
able to  expect  that  other  agreements  will  have 
like  consequences. 

At  the  high  mark  of  1929,  our  exports  were 
valued  at  over  5  billion  dollars.  Every  State 
in  the  Union  shared  in  this  business,  some  to 
the  extent  of  hundreds  of  millions.  And  don't 
imagine  that  these  huge  exports  were  confined 
to  coastal  States.  Interior  States  also  partic- 
ipated heavily  in  our  export  trade  in  1929. 
The  export  products  of  Ohio,  Michigan,  Wis- 
consin, Illinois,  Indiana,  Kentucky,  Tennessee, 
Iowa,  and  Missouri  were  valued  at  over  1  bil- 
lion dollars. 

All  States  suffered  severe  losses  in  exports 
between  the  years  1929  and  1932.  New  York 
lost  $708,000,000;  Michigan,  $306,000,000; 
Texas,  $357,000,000;  California,  $231,000,000; 
Illinois,  $172,000,000;  and  Pennsylvania,  $240,- 
000,000.  Can  anyone  reasonably  doubt  that 
this  drastic  decline  in  our  foreign  trade  from 
$5,000,000,000  in  1929  to  only  $1,600,000,000  in 
1932  has  swelled  the  tragic  ranks  of  the  unem- 
ployed and  has  meant  a  very  definite  lowering 
of  the  standard  of  living  in  this  country  ?  But 
the  indirect  losses  are  far  greater.  For  exam- 
ple, the  decline  of  exports  of  automobiles  from 
Michigan  resulted  in  a  decline  in  urban  em- 
ployment and  buying  power,  and  thereby 
caused  a  loss  of  domestic  markets  for  our  agri- 
cultural population. 

The  improved  business  condition  of  the 
past  year  and  a  half  has  been  intimately  re- 
lated to  a  revival  of  our  export  trade.  From 
1932  to  1934,  the  exports  of  the  United  States 
increased  from  $1,611,000,000  to  $2,133,000,000, 
an  increase  of  32  percent.  The  exports  of 
automobiles  and  machinery  increased  from 
$222,000,000  to  $435,000,000.  The  export  of 
copper  increased  threefold,  and  iron  and  steel 
semimanufactures  fourfold. 

These  increases  in  exports  have  unquestion- 
ably contributed  substantially  to  the  measure 
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of  recovery  of  business  and  employment  thus 
f*:ir  achieved.  Ami  the  effects  are  not  to  be 
united  to  the  direct  increase  in  employment 
in  tin1  export  industries.  The  expansion  of  the 
export  industries  1ms.  in  turn,  had  a  cumulative 
Heel  upon  related  industries,  resulting  in  an 
ever-widening  expansion  of  economic  activity 
ami  employment  in  the  domestic  sphere.  For 
example,  the  increase  of  automobile  exports 
and  other  metal  manufactures,  including  ma- 
chinery and  electrical  equipment,  constitutes 
an  important  part  of  the  increased  demand 
for  iron  and  steel  products,  plate  glass,  lum- 
ber, and  at  least  20  other  commodities;  and 
the  increased  purchasing  power  of  the  addi- 
tional workers  in  these  fields,  in  turn  has  cre- 
ated a  larger  demand  for  consumption  goods 
of  all  sorts,  including  the  demand  for  agri- 
cultural products. 

I  cite  these  facts  with  no  easy  optimism.  We 
are  confronting  a  crisis  in  our  foreign  trade. 
The  recent  expansion  of  foreign  trade  does 
not  yet  rest  on  secure  foundations.  And  be- 
cause of  the  close  relationship  of  our  foreign 
trade  with  fundamental  and  full  domestic  re- 
covery, this  crisis  concerns  every  one  of  us 
vitally  interested  in  the  continued  develop- 
ment of  domestic  business  revival  and  the  ex- 
pansion of  employment. 

In  1934  this  country  enjoyed  an  export  mer- 
chandise surplus  of  $478,000,000.  The  service 
items,  including  tourist  expenditures,  immi- 
grant remittances,  interest  and  dividend  pay- 
ments, were  substantially  in  balance.  It  is 
clear  that  the  merchandise  export  surplus 
rested  upon  the  insecure,  uncertain  foundation 
of  a  vast  inflow  of  gold. 

Events  of  the  last  year  should  make  every 
American  realize  the  precarious  situation  of 
our  export  trade,  particularly  on  the  continent 
of  Europe.  Trade-control  measures  are  be- 
coming day  by  day  increasingly  complicated 
and  restrictive.  These  measures  are  designed 
to  protect  the  balance  of  payments  of  foreign 


countries,  to  prevent  an  abnormal  outflow  of 
gold.  Of  one  thing  we  may  be  sure :  so  long 
as  our  merchandise  export  surplus  is  balanced 
by  gold  imports,  the  signal  is  given  to  our 
foreign  customers  to  impose  ever-increasing 
restrictive  measures  against  our  exports.  Day 
after  day  and  week  after  week  throughout  the 
year,  nations  caught  in  this  serious  dilemma 
are  trying  by  desperate  means,  on  the  one  side 
to  check  imports,  and  on  the  other  side  to  force 
exports.  An  outstanding  development  of  the 
past  year  has  been  the  use  of  bargaining 
quotas,  allotted  to  various  countries  in  return 
for  forced  expansion  of  exports.  In  many 
parts  of  the  world,  especially  in  central  Eu- 
rope, clearing-exchange  agreements  and  trade- 
compensation  arrangements  have  put  interna- 
tional trade  very  nearly  back  to  a  state  of  out- 
right barter.  This  means  a  decrease  rather 
than  an  increase  in  the  sum  total.  Some  coun- 
tries have  allocated  exchange  on  the  basis  of 
other  countries'  purchases  of  their  products. 
In  some  countries,  export  trade  is  wholly  or  in 
large  part  controlled  by  import  monopolies  or 
centralized  trade-control  boards. 

The  effect  of  all  these  measures  has  been  to 
restrict  and  to  canalize  trade  into  abnormal 
channels  and  to  force  a  diversion  of  trade. 
These  measures  tend  toward  bilateral  balanc- 
ing of  trade,  which  for  the  United  States 
would  mean  that  our  exports  would  be  cut 
down  to  the  low  level  of  our  merchandise  im- 
ports. Economic  nationalism  has  never  in- 
flicted upon  nations  more  serious  and  lasting 
injuries,  affecting  the  well-being  of  peoples, 
the  stability  of  governments,  and  civilization 
itself,  than  during  recent  years. 

It  is,  therefore,  urgent  in  the  interest  of 
American  trade  and  world  recovery  to  exert  a 
determined  leadership  in  the  direction  of  lib- 
eral commercial  policies  in  order  to  restore 
the  equality  of  treatment  upon  which  alone 
our  foreign  commerce  can  thrive.  It  is  for 
this  reason  that  the  administration  is  basing 


it-  trade-agreements  program  upon  the  prin- 
ciple of  equality  o(  treatment,  or  nondiscrimi- 
nation, in  opposition  to  special  bargaining  and 
preferential  arrangements.  It  is  for  this  rea- 
son that  we  stand  for  a  revival  and  strength- 
ening of  the  most-favored-nation  principle 
and  against  the  exclusive  policies  of  strict  and 
narrow  quid  pro  quo  arrangements.  The  very 
economic  lives  of  more  than  30  count  lies  de- 
pend upon  foreign  trade,  and  their  collapse 
has  disastrous  effects  upon  us,  as  we  have  seen 
feince  L929. 

We  believe  that  foreign  countries  are  al- 
ready beginning  to  learn  that  all  these  various 
devices  bring,  in  the  final  analysis,  no  relief 
to  their  trade  position.  Trade  is  diverted,  but 
it  is  not  increased.  It  is  a  striking  fact  that 
international  trade  has  been  most  stagnant 
and  suffered  the  severest  reverses  during  the 
past  year  in  those  very  areas  where  the  rig- 
orous control  devices  to  which  I  have  referred 
have  been  most  extensively  developed. 

The  United  States  stands  at  the  crossways. 
Of  all  the  countries  in  the  world,  it  is  in  the 
freest  position  to  assume  a  wTorld  leadership 
in  the  adoption  of  saner  commercial  policies. 

What  do  the  supporters  of  an  excessive  and 
prohibitive  tariff  have  to  say  in  favor  of  such 
excesses?  One  of  the  most-used  arguments  is 
that  such  tariffs  protect  American  workers 
against  the  "  pauper  labor  of  Europe  and 
Asia  ",  and  the  American  people  generally 
from  a  low  standard  of  living.  But  do  they? 
I  may  first  remark  that  all  agree  to  the  main- 
tenance of  reasonable  or  moderate  tariffs  that 
will  not  allow  excessive  or  unreasonable  im- 
portations of  competitive  products.  A  study 
made  of  36  typical  industries  which  are  on  an 
export  basis  or  not  aided  by  the  tariff  and  36 
industries  whose  products  are  highly  pro- 
tected shows  that  in  1929  the  average  remuner- 
ation of  wage  earners  in  the  highly  protected 
industries  was  $595  less  than  that  of  the  worker 
in  the  industries  which  received  no  tariff  bene- 


fits.  The  average  annual  income  in  the  unpro- 
tected industries  was  $1,704,  while  that  in  the 
highly  protected  industries  was  $1,109. 

Those  who  contend  that  a  virtually  prohibi- 
tive tariff  is  absolutely  essential  overlook  or 
ignore  certain  basic  facts.  According  to  the 
census  of  1930,  there  were  approximately  50 
million  gainful  workers  in  the  country.  More 
than  half  of  this  number,  employed  in  service 
industries,  transportation,  wholesale  and  retail 
business,  public  utilities,  and  building  trades, 
are  not  only  not  helped  by  the  tariff  but,  as 
consumers,  actually  hurt  thereby.  Ten  mil- 
lion farmers,  a  large  part  of  whose  products 
are  exported  and  sell  at  woild  market  prices, 
are  obliged  to  buy  in  a  protected  market.  Of 
the  remainder,  a  large  proportion  are  engaged 
in  industries  that  are  on  an  export  basis,  such 
as  the  automobile  industry,  electrical  appa- 
ratus, industrial  and  agricultural  machinery, 
and  other  mass-production  industries,  which 
get  no  assistance  from  the  tariffs  and  are,  in- 
deed, injured  by  them.  Many  others  are  en- 
gaged in  industries  of  a  distinctly  domestic 
character  not  subject  to  foreign  competition. 

There  is  not  a  country  which  does  not  have 
one  or  more  specialties  in  which  it  is  peculiarly 
proficient  and  which  contributes  to  the  neces- 
sities and  amenities  of  world  society.  Inter- 
national trade  helps  to  stimulate  and  spread 
throughout  the  world  scientific  discoveries 
and  inventions,  to  broaden  the  national  hori- 
zon of  every  nation  and  every  people,  and  to 
enrich  life  everywhere. 

For  6  years  nations  have  vainly  striven  sepa- 
rately to  restore  prosperity.  But  I  would  em- 
phasize as  strongly  as  I  can  the  fact  that  these 
efforts  at  national  recovery  have  not  at  all  fully 
succeeded  because  of  the  destruction  of  inter- 
national trade.  It  follows  that  a  vigorous 
effort  to  rebuild  that  trade  is  essential  if  we 
do  not  wish  the  struggle  back  toward  prosper- 
ity to  be  too  long  delayed. 

It  would  be  inexcusable  if  we  did  not  make  a 
vigorous  effort  to  ameliorate  the  frictions  and 


inimosities  which  tend  to  produce  wars  and 
impede  the  progress  of  civilization,  by  at- 
tempting to  remove  one  of  the  chief  causes.  In 
these  davs.  no  nation  can  live  wholly  to  itself 
without  imposing  upon  its  own  people,  and  the 
peoples  of  other  countries,  unjustifiable  dep- 
rivations and  hardships.  Therefore,  despite 
all  difficulties,  and  despite  the  artful  propa- 
ganda of  selfish  interests,  we  intend  to  con- 
tinue to  strive  for  an  economic  cooperation 
among  nations  that  will  make  the  vast  riches 
of  the  world  more  readily  accessible  to  all, 
remove  as  far  as  possible  the  causes  of  envy 
and  aggression,  and  so  take  a  determined  first 
step  in  the  direction  of  greater  economic  well- 
being  and  universal  peace. 


Address  by  the  Honorable  Robert  L.  O^Brien 

The  United  States  has  for  generations  been 
>i  leader  among  the  trading  nations.  In  colo- 
nial days  it  was  an  exporter  of  fine  wooden 
ships,  of  spars  for  the  King's  Navy,  of  tobacco, 
and  of  ship  stores.  In  the  last  century  King 
Cotton,  safe  in  his  southern  stronghold, 
shipped  the  fiber  that  filled  the  spindles  of  the 
world's  looms ;  the  bread  basket  of  the  Missis- 
sippi Valley  fed  all  Europe ;  and  scores  of  cat- 
tle ships  carried  the  cargoes  that  put  beef  on 
;he  tables  of  Europe.  The  twentieth  century 
>aw  a  change.  Still  cotton,  still  wheat  and 
3ork  and  tobacco,  helped  fill  the  ships  that 
inked  the  resources  of  the  United  States  with 
he  markets  of  the  world.  But  now  newer 
)roducts.  from  new  industries,  announced  the 
ising  industrial  strength  of  the  United  States. 
Jopper,  petroleum,  fruit,  canned  goods,  auto- 
nomies, machinery,  and  electrical  equipment: 
hese  are  the  latter-day  goods  with  which 
America  holds  her  own  in  world  markets. 
Svery  American  tourist  wandering  around 
oreign  cities  has  felt  a  homely  pleasure  in  the 
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familiar  names  of  familiar  products  in  shop 
windows. 

In  1929  the  nations  of  the  world  exchanged 
over  33  billion  dollars'  worth  of  goods.  Our 
share  in  that  gigantic  export  trade  was  over  5 
billion  dollars— 15  percent  of  all  international 
commerce. 

Five  billion  dollars  is  a  lot  of  money — more 
than  the  President  is  requesting  for  the  whole 
works-relief  program  for  the  next  year.  Yet, 
being  told  that  those  5  billion  dollars  in  ex- 
ports were  not  quite  10  percent  of  the  total 
production  of  the  United  States  in  1929,  some 
people  have  hastily  concluded  that  the  whole 
parcel  of  export  trade  is  hardly  worth  the 
worry,  and  that  in  domestic  concerns  lie  the 
beginning  and  the  end  of  all  our  prosperity. 
To  the  southerner,  who  knows  that  without 
cotton  exports  half  the  cotton  acres  of  the 
South  would  lie  fallow,  refutation  of  that  doc-; 
trine  is  needless.  The  raiser  of  hogs,  the 
grower  of  oranges  and  apples,  the  canner  of 
fruit,  the  tobacco  plantationist,  the  oil  driller, 
the  automobile  manufacturer — all  these  and1 
many  more  need  no  reminder  of  the  impor- 
tance of  foreign  markets. 

By  1933  world  exports  were  scarcely  a  third 
of  their  total  in  1929.  The  United  States  hacti 
held  its  own — it  still  accounted  for  about  15j 
percent  of  that  trade.  But  now,  instead  of  I 
billion  dollars,  the  export  trade  contributed;; 
only  $1,674,000,000  to  the  national  trade  and 
income.  What  that  shrinkage  has  meant  to  the; 
South,  to  California,  to  the  Pacific  Northwesty:; 
to  Detroit,  and  to  all  the  other  communities! 
and  regions  whose  prosperity  is  dependent  in 
large  measure  upon  a  flourishing  export  trade, 
is  evident  to  us  all. 

A  nation  that  has  left  few  devices  untried' 
in  the  sad  game  of  adding  bricks  to  the  topi 
of  tariff  walls  must  not  be  surprised  if  the1 
first  result  is  strangled  trade  and  the  second 
result  is  new  millions  on  the  relief  rolls. 

No  one  has  ever  assumed  that  the  present 
restriction  of  output  is  anything  more  than  a 
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ksperate  and  temporary  expediency.  No  one 
las  ever  claimed  that  there  is  any  solution  for 
repression  in  a  mass-production  economy  such 
as  ours  except  mass  production  at  a  profit  to 
porker  and  employer.  That  means  markets, 
markets  at  home  and  abroad,  extensive  and  in- 
tensive. The  recapture  of  old  and  the  creation 
of  new  foreign  markets  is  the  goal  of  the  trade- 
agreements  program,  a  goal  whose  achievement 
carries  a  promise  of  increased  employment  for 
every  State  in  the  Union. 

The  stalemate  in  world  trade  is  not  to  be 
ended  by  good  wishes  or  pious  resolutions.  It 
was  created  by  the  raising  of  trade  barriers  to 
insurmountable  heights.  It  will  be  dissipated 
by  skillful,  patient  negotiations  to  reduce  some 
of  those  barriers  to  levels  at  which  trade  can 
be  resumed.  No  one  country  can  do  the  job 
alone  and  unaided.  But  in  the  belief  that  a 
great  country  can  show  the  wray  to  the  council 
table,  the  United  States  has  determined  to 
assume  the  leadership. 

Tariff-making,  as  Americans  have  knowTn  it,. 
is  not  a  process  which  can  be  expected  to  in- 
crease foreign  trade.  Its  aim  has  usually  been 
to  restrict  imports;  and  if  imports  are  re- 
stricted beyond  a  certain  point,  foreigners, 
starved  for  the  dollars  with  which  to  buy,  drop 
out  of  American  markets  as  buyers.  Tariff- 
making  in  the  past  has  been  a  congressional 
job.  It  is  not  a  job  Congress  has  relished.  A 
session  in  which  tariff  revision  was  taking 
place  was  always  a  Eoman  holiday  for  lobby- 
ists and  petitioners.  It  was  a  time  when  every 
producer,  every  manufacturer,  no  matter  how 
poor  his  claim,  how  high  his  costs,  how  waste- 
ful his  methods,  or  how  small  his  industry, 
begged,  cajoled,  or  demanded  the  added  tariff 
which,  he  maintained,  was  necessary  to  keep 
his  shop  open.  It  mattered  not  if  the  process 
was  ill-suited  to  American  labor.  It  mattered 
not  if  the  whole  Nation  was  heavily  taxed  for 
the  sake  of  a  neighborhood.  It  mattered  not  if 
the  exclusion  of  the  foreign  product  lost  us 
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better  customers  abroad  than  ever  the  pro- 
tected industry  could  offer.  Nor  could  an 
overworked  Congress  be  expected  to  give  to 
tariff-making  that  broad  guardianship  of  na- 
tional as  against  regional  and  special  interests 
which  the  country  has  a  right  to  demand. 
•A  countless  procession  of  special  pleaders 
crowded  the  Committee  on  Ways  and  Means. 
Scarce  a  Congressman  escaped  pressure  from 
some  producer  in  his  constituency.  Every 
temptation  existed  for  log-rolling.  Once 
thrown  into  the  House,  the  bill  inevitably  re- 
ceived scores  of  amendments  which  could  not, 
under  the  circumstances,  receive  even  the  hur- 
ried consideration  which  the  committee  had 
given  the  rates  in  the  bill  it  proposed.  In  the 
Senate,  unlimited  amendment  still  further 
hammered  at  the  proposed  rates.  It  is  a  mat- 
ter of  small  wonder  that  the  resulting  tariff 
act,  instead  of  giving  reasonable  protection  yet 
preserving  the  main  channels  of  foreign  trade, 
represented  all  too  often  a  complex  schedule 
of  ill-considered  subsidies. 

The  Reciprocal  Tariff  Act,  with  the  trade 
program  it  has  made  possible,  proposes  a 
sounder  method  of  tariff-making.  It  substi- 
tutes the  national  welfare  for  special  favors. 
It  offers  fair  hearing  to  every  interest  but  per- 
mits no  single  one  to  be  guiding.  It  provides, 
in  an  atmosphere  removed  from  the  inescap- 
able turmoil  of  the  political  arena,  for  a  study, 
by  commodity  experts  and  economists,  of  every 
tariff  rate  in  whose  preservation  or  change 
there  is  a  promise  of  general  gain. 

The  trade-agreements  program  seeks  an  in- 
crease in  the  trade  of  the  United  States.  But- 
it  recognizes  that  trade  is  a  business  of  both 
buying  and  selling,  and  that  if  we  do  not  buy 
wre  cannot  sell.  The  program  begins,  then, 
with  the  proposal  to  negotiate  a  series  of  com- 
mercial trade  agreements  with  friendly  coun- 
tries. With  three  countries,  Cuba,  Brazil,  and 
Belgium,  agreements  have  already  been  con- 
cluded.    With  many  others  negotiations   are 
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in  progress.  It  is  altogether  worth  while  for 
(he  American  people  to  understand  exactly 
how  the  American  negotiators  are  equipped 
best  to  serve  American  interests  at  the  council 
tables  around  which  the  terms  of  agreement 
arc  settled.  This  process  has  been  called 
■  Yankee  horse  trading."  But  if  in  that 
phrase  there  is  any  hint  of  hasty  bargaining, 
it  is  proof  that  the  whole  program  is  misunder- 
stood. Follow  through,  from  beginning  to  end, 
(his  new  making  of  tariffs. 

It  is  decided  to  investigate  the  desirability 
of  entering  negotiations  with,  let  us  say,  Bel- 
gium. The  new  interdepartmental  Trade 
Agreements  Committee  organizes  a  Belgium 
Committee,  on  which  sit  members  of  the  De- 
partments of  State,  Agriculture,  Commerce, 
and  the  Treasury,  of  the  Tariff  Commission, 
and  of  the  office  of  the  Special  Adviser  to  the 
President  on  Foreign  Trade.  All  the  fact- 
finding resources  of  the  Department  of  Com- 
merce, the  Department  of  Agriculture,  and  the 
Tariff  Commission  are  put  to  work  on  an  anal- 
ysis of  our  exports  to  Belgium  to  determine 
which  of  our  exports  have  been  most  important 
to  American  agriculture  and  industry  in  years 
past  and  which  ones  have  been  most  grievously 
handicapped  by  Belgian  tariffs,  embargoes,  or 
exchange  restrictions.  In  the  Tariff  Commis- 
sion, meanwhile,  our  imports  from  Belgium 
are  subjected  to  an  equally  close  scrutiny. 
Many  things  must  be  determined.  How  large 
tiave  imports  been  in  relation  to  domestic  pro- 
iuction  both  in  Belgium  and  in  the  United 
States  ?  What  is  the  margin  of  protection  ac- 
corded the  American  industry?  How  much 
:>f  this  protection  is  actually  needed?  Is  the 
imerican  industry  strong,  virile,  successfully 
illing  its  place  in  American  economy?  For 
iach  American  industry,  a  patient,  accurate 
mrvey  is  made  by  experts  who  have,  for  many 
/ears,  studied  that  particular  industry. 
Equipped  with  these  studies,  the  interdepart- 
nental  Committee  is  able  to  determine  which 
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rates  might  be  reduced  with  the  clearest  mar- 
gin of  gain  to  American  industry,  to  American 
workers,  and  to  American  consumers,  in  return 
for  reductions  in  Belgian  duties  on  exports 
from  the  United  States. 

Meanwhile  it  has  been  publicly  announced 
that  preparations  are  in  progress  to  begin  ne- 
gotiations with  Belgium  and  that  all  inter- 
ested persons  are  invited  to  present  briefs  and 
to  appear  at  public  hearings.  Two  groups 
now  come  forward  to  offer  their  oral  and 
written  testimony.  One  group  consists  of  those 
producers  of  products  of  farm,  forest,  and 
shop  who,  having  lost  foreign  sales,  petition 
the  negotiators  to  obtain  from  Belgium  the 
concessions  by  which  they  might  be  won  back. 
The  other  is  composed  of  all  those  producers 
and  representatives  of  communities  who  fear 
that  concessions  to  Belgium  which  may  in- 
crease our  imports  will  affect  their  interests 
adversely.  It  is  the  purpose  of  intelligent 
tariff-making  to  reconcile  these  two  points  of 
view  in  the  general  interest.  No  important 
industry  can  be  sacrificed  for  the  sake  of  a  few 
dollars'  worth  of  exports.  Nor,  on  the  con- 
trary, can  the  predictions  of  doom  of  an  in- 
dustry fearing  the  threat  of  increased  imports 
be  allowed  to  block  a  trade  agreement  which 
promises  a  clear  margin  of  national  gain 
through  a  revivified  export  trade.  There  is* 
as  much  room  for  intelligently  selective  reci- 
procity between  the  United  States  and,  say, , 
Canada  as  between  New  York  and  California 
There  is  as  great  a  chance  of  gain  to  both  ; 
regions  in  the  one  case  as  in  the  other. 

Out  of  this  mass  of  orderly  data  the  con- 
tributing agencies  of  government  can  now 
select  two  groups  of  items,  one  consisting  of 
the  concessions  which,  if  granted  by  Belgium, 
promise  the  largest  gain  for  American  exports 
to  that  country,  the  other  consisting  of  the  con- 
cessions which  the  United  States  can  safely 
make  on  the  rates  of  duty  on  those  imports 
which  are  supplied  chiefly  by  Belgium. 
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There  have  been  accusations  that  this  is  tar- 
■-making  by  star-chamber  proceedings  behind 
■osed  doors.  Much  of  it  is  carried  on  in  pri- 
vate to  be  sure.  Economic  analysis  of  the 
patient,  time-consuming  sort  which  has  been 
■ascribed  is  not  very  amusing.  It  is  not  news- 
worthy. It  is  not  done  well  in  open  committee 
under  the  watchful  eye  of  the  well-fed  lobbyist. 
Nor  are  negotiations  with  foreign  powers  suc- 
cessfully started  or  completed  under  free-for- 
ill  conditions. 

There  are  certain  tests  by  which  the  Ameri- 
can people  must  determine  the  validity  of  a 
tariff  policy — the  commercial  policy — which 
their  Government  offers  them.  The  American 
people  must  demand  that  the  leaders  of  Ameri- 
can policy  be  not  swayed  by  political  pressure ; 
:hat  they  be  not  misled  by  the  partial  testi- 
nony  of  biased  persons.  They  must  be  able  to 
jxpect  that  no  effort  has  been  spared  in  the 
search  for  an  accurate  solution  of  the  entire 
Droblem.  They  must  be  able  to  believe  that 
he  policy  as  it  stands  is  a  policy  written  in  the 
nterest  of  the  whole  people.  The  trade-agree- 
nents  program  has  that  ideal;  it  is  being  car- 
ied  out  in  that  spirit. 

Certain  irresponsible  interests  in  this  coun- 
ry  have  persisted  in  portraying  the  reciprocal 
■rade  agreements  program  as  a  process  in 
vhich  a  few  light-hearted  Government  officials 
it  down  with  representatives  of  foreign  gov- 
rnments  and  proceed  to  hand  over  American 
business  to  the  foreigner,  thus  throwing  Ameri- 
can laborers  out  of  work  and  destroying 
American  investments.  These  statements, 
hese  implications,  these  innuendoes,  are  fla- 
grant untruths.  I  want  to  make  it  perfectly 
lear  that  the  chief  objectives  of  the  reciprocal 
rade  agreements  program  are  to  create  em- 
ployment, to  protect  the  interests  of  American 
adustry  and  agriculture,  to  increase  rather 
nan  decrease  the  worker's  wage  and  standard 
f  living.  And  you  may  rest  assured  that  no 
roposed  trade   agreement  ever  reaches  any- 
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whore  near  adoption  unless  the  best -qualified 
experts  of  the  Tariff  Commission,  the  Depart- 
ment of  Commence,  the  Department  of  Agri- 
culture, the  Treasury,  and  the  Department  of 
State,  after  months  of  detailed  study,  are  in 
substantial  agreement  that  those  objectives  of 
greater  employment  and  greater  return  for 
labor,  industry,  rgriculture,  and  commerce  will] 
be  attained. 

But  there  is  a  ]  arger  and  a  deeper  reason  for 
this   attempt   to   liberalize   the   world's  trade 
than  even  the  material  advantages  which  may 
reasonably  be  expected  to  follow.    This  larger 
reason   lies   in  the   contribution   of   widening 
trade  and  widening  human  relations  to  a  better 
understanding    cf    one    another    among    the 
peoples  of  the  wcrld.    After  all,  this  is  funda- 
mental.    I   remember   the  morning  nearly   a 
half  century  ago  when  our  class  was  gradu- 
ated from  the  Harvard  College.    We  had  been 
invited  to  breakfast  at  the  home  of  the  Presi- 
dent, Charles  William  Eliot.     The  breakfast 
did  not  amount  to  much.     That  was  not  his! 
long  suit.     But  the  words  that  he  spoke  to  us 
have  always  seemed  to  me,  as  I  have  reflected, 
on  them  in  the   years  that  followed,  of  the; 
bread  of  the  eternal  life.    He  said  that  from 
that  day  forth  our  paths  would  fall  in  count- 
less directions.    We  would  be  in  different  po- 
litical parties  and  in  different  religious  bodies^ 
and  of  different  vocations,  interests,  even  hob- : 
bies;  but  in  one  thing  we  could  remain  united,' 
and  that  was  in  our  purpose  to  belong  to  th$' 
liberal  and  progressive  elements  of  each  and: 
all  of  these  groups  in  which  we  found  ourselves 
and  through  them  and  in  them  to  exert  our  in- 
fluence for  a  bette  r  world  order,  a  better  under- 
standing of  the  nations  to  one  another,  and  so 
strive  for  the  ultimate  triumph  of  those  ideals 
which  we  believed  basic  to  liberality  and  prog- 
ress.    My  belief  is  that  the  trade-bargaining 
plan  upon  which  the  administration  is  now  at 
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BARGAINING  AMERICA'S  WAY 
TO  EXPORT  MARKETS1 

It  is  a  pleasure  to  have  this  opportunity  of 
talking  over  with  such  a  distinguished  group 
this  afternoon  some  of  the  fundamental  prob- 
lems connected  with  American  foreign  trade. 
Unless  through  the  work  of  organizations  like 
your  own  and  of  local  chambers  of  commerce 
in  the  different  States  the  rank  and  file  of 
people  throughout  this  land  can  be  made  to 
realize  the  part  which  the  recovery  of  foreign 
markets  must  play  in  winning  back  our  na- 
tional prosperity — and  the  price  which  we 
must  pay  for  those  foreign  markets — we  must 
continue  to  stare  adversity  in  the  face  for 
some  time  to  come. 


The  issues  before  us  have  been  often  misrep- 
resented. It  is  not  a  question  of  nationalism 
on  the  one  hand  versus  internationalism  on 
the  other,  or  of  practical,  hard-headed,  dol- 
lars-and-cents  realism  versus  impractical,  vi- 
sionary idealism.  Those  who  are  working  for 
the  increase  of  international  trade  are  not  try- 
ing to  sell  out  the  business  interests  of  the 
country  to  the  highest  foreign  bidders,  as  a 
certain  group  of  editorial  writers  would  have 
us  believe.  Quite  the  contrary,  it  is  in  order 
to  give  to  American  business  protection  in  the 
best  sense  of  the  term  that  the  administration 
has  set  its  course  and  chosen  its  foreign-trade 
policies. 

Those  who  raise  the  issue  of  nationalism 
versus  internationalism  forget  that  any 
thorough-going  and  sweeping  program  of  eco- 


1  Address  delivered  by  the  Honorable  Francis  B. 
Sayre,  Assistant  Secretary  of  State,  before  the  twen- 
ty-third annual  meeting  of  the  Chamber  of  Com- 
merce of  the  United  States,  Washington,  Apr.  30, 
L935,  at  2 :  30  p.m. 

133472—35  (1) 


nomic  self-sufficiency  is  as  impassible  in  th< 
world  of  fact  as  it  would  be  undesirable  ii 
theory.  How  long  would  the  people  of  th( 
United  States  be  willing  to  go  without  coffee ' 
Last  year  we  imported  $133,154,000  worth  o1 
coffee.  How  long  would  we  be  willing  to  g< 
without  rubber?  We  imported  last  yeai 
$101,532,000  worth  of  rubber.  Are  we  read\ 
to  forego  the  use  of  tin  ?  Or  to  give  up  usin£ 
silk?  Or  tea,  or  bananas,  or  chocolate?  Is  ii 
going  to  profit  us  and  add  to  our  materia, 
welfare  to  cease  importing  the  vast  quantities 
which  we  are  now  using,  and  which  we  need; 
of  nickel,  of  manganese  and  tungsten  ore,  oi 
newsprint  and  paper,  of  innumerable  raw  ma- 
terials which  I  need  not  stop  to  name?  Is  ii 
going  to  raise  the  American  standard  of  living 
to  shut  these  necessary  materials  out  of  the 
country?  That  the  value  of  these  is  small  in 
proportion  to  the  total  value  of  goods  con- 
sumed in  the  country  may  be  readily  admitted 
The  point  is  that  we  cannot  set  ourselves  up 
as  a  hermit  nation.  If  the  American  stand, 
ard  of  living  is  to  be  maintained,  we  must) 
trade. 

But  the  need  of  foreign  trading  rests  upor 
necessities  more  biting  than  our  requirements 
of  certain  imports.  It  is  the  necessity  of  selling 
certain  exports  to  avoid  a  violent  dislocation 
of  our  whole  domestic  economy  that  forced 
upon  our  attention  the  need  of  foreign  trade! 
If  we  cannot  sell  abroad  our  cotton,  whole 
sections  of  the  South  face  destitution.  Such 
destitution  and  economic  disaster  would  not  be 
confined  to  the  producers  themselves,  but 
would  be  transmitted  through  diminished  pur- 
chasing power  into  the  business  life  of  every 
town  and  village  in  the  producing  areas,  and 
from  these  would  spread  injury  throughout 
our  country. 

High-protectionists  are  fond  of  pointing  out 
that  even  in  normal  times  the  amount  of  sur- 
pluses which  it  is  necessary  to  export  is  less 
than  10  percent  of  our  total  domestic  produc- 
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i  ion,  and  thai  foreign  trade  is  therefore  of  com- 
paratively small    importance  and   can    weigh 

but  little  in  the  balance  of  our  domestic  pros- 
perity. But  here  averages  tell  a  false  tale.  If 
we  really  care  about  human  beings,  we  must 
scrutinize  important  individual  industries  and 
occupations  and  the  effect  which  an  elimina- 
tion of  foreign  markets  would  have  upon 
them.  In  certain  of  these  the  figures  run  ex- 
traordinarily high.  Even  in  1933,  when  our 
foreign  sales  had  sadly  shrunken,  we  exported 
66  percent  of  our  cotton,  39  percent  of  our  leaf 
tobacco,  25  percent  of  our  lard,  25  percent  of 
our  prepared  milk,  46  percent  of  our  dried 
fruits,  28  percent  of  our  canned  fruits,  58  per- 
cent of  our  turpentine,  34  percent  of  our  lubri- 
cating oil,  37  percent  of  our  aircraft  engines 
and  parts,  16  percent  of  all  classes  of  indus- 
trial machinery  combined,  41  percent  of  our 
refined  copper,  and  71  percent  of  our  rosin. 
Do  you  see  what  that  means,  translated  into 
terms  of  human  labor?  Our  national  econ- 
omy, for  reasons  which  are  beside  the  point, 
has  been  geared  to  support  millions  of  workers 
in  occupations  which  have  come  to  be  vitally 
dependent  upon  foreign  markets.  Strip  those 
industries  of  their  foreign  markets  and  you 
irive  millions  of  Americans  out  of  the  only 
forms  of  employment  by  which  many  of  them 
:an  live. 

Let  me  illustrate  concretely  what  I  mean. 
In  the  field  of  agriculture,  if  we  should  elimi- 
nate our  foreign  markets,  speaking  in  round 
lumbers  we  should  have  to  retire  about 
$,900,000  acres  of  wheat  land,  about  22,800,000 
icres  of  cotton  land,  about  665,000  acres  of 
obacco  land,  about  9,150,000  acres  of  corn  land 
leeded  for  raising  hogs,  and  over  7,000,000 
teres  of  land  needed  for  horses  to  work  these 
ands.  In  other  words,  we  would  have  to  re- 
ire  over  40  million  acres  of  average  farm  land 
md  let  it  go  back  to  weeds  and  forest.  This 
and  today  supports  a  farm  population  of 
some  3,200,000  people.     What  are  you  going 


to  do  with  these  human  beings?  What  is  to 
be  done  with  the  hundreds  of  thousands  of 
cotton  pickers  of  the  South,  forced  into  idle- 
ness ?  So  far  as  I  know,  no  one  has  been  able 
to  advance  any  practicable  solution  to  the 
profound  social  problem  involved.  What  of 
the  large  farming  populations  in  the  wheat 
lands,  the  corn  belt,  the  tobacco  fields? 

In  the  industrial  field,  save  for  the  fact  that 
the  population  is  more  mobile,  an  even  larger 
problem  presents  itself.  Estimates  indicate 
that  the  industrial  population  directly  de- 
pendent upon  export  sales  is  more  than  twice 
as  large  as  that  engaged  in  agricultural  work. 
Conservative  estimates  place  it  at  about  7,500,- 
000.  In  all,  a  population  of  probably  over 
10,000,000  people  are  dependent  for  their  sub- 
sistence upon  foreign  exports. 

It  will  not  do  to  say  with  those  preaching 
economic  nationalism  that  America  would  be 
better  off  if  all  this  population  were  shifted  tc 
occupations  not  dependent  upon  foreign  sales, 
Theories  will  not  serve.  We  are  living  in 
world  of  fact.  Into  what  other  forms  oi 
employment  could  this  great  population  be 
shifted,  even  were  it  expedient  to  do  so  ?  Such 
a  disruption  would  involve  social  and  political 
problems  beside  which  the  "  regimentation  "  of 
the  present  day  and  the  existing  crop-contro] 
restrictions  would  seem  like  child's  play. 

The  very  fact  that  America  has  built  up  i 
substantial  export  trade  in  certain  commodi; 
ties  means  that  the  United  States,  with  respeel 
to  those  commodities,  has  been  able  in  world 
markets  to  undersell  the  other  nations  of  tin 
earth.  To  shift  American  labor  from  occupa-j 
tions  dependent  upon  export  markets  to  othei 
fields  of  endeavor  would  be  to  shift  from  thos<! 
fields  in  which  we  can  produce  most  efficiently 
and  cheaply  into  those  in  which  we  cannot 
i.e.,  from  the  more  productive  into  the  less 
productive  fields.  Quite  apart  from  the  mo- 
mentous social  questions  involved,  would  this 
be  sound  economy? 


Admitting  thai  foreign  trade  cannot  be  en- 
Irely  eliminated,  there  are  (hose  who  advocate 
n  restriction  to  the  narrowest  possible  Limits. 

Although  it  is  quite  possible  for  countries 
of  a  backward  civilization  to  be  almost,  if  not 
quite,  self-sufficient,  yet,  as  civilization  ad- 
vances, as  peoples'  lives  are  rounded  out  by 
increasing  needs  and  desires,  and  as  invention 
makes  necessary  the  use  of  more  and  more 
materials,  as  our  whole  complex  economic  and 
financial  interdependence  increases,  our  na- 
tional welfare  becomes  more  and  more  de- 
pendent upon  an  ever-increasing  international 
trade. 

The  more  foreign  markets  can  be  developed 
and  diversified,  the  less  important  a  decline 
in  the  purchasing  power  of  any  one  of  them 
would  become,  and  the  easier  it  would  be  for 
them  as  a  whole  to  adjust  themselves  to  fluc- 
tuations in  our  exportable  surpluses  due  to 
crop  variations  and  changes  in  consumer  de- 
mand. A  large  volume  of  external  trade 
would  tend  to  reduce  our  vulnerability  to 
fluctuations  in  the  condition  both  of  individ- 
ual foreign  countries  and  of  individual  in- 
dustries at  home.  With  the  constantly  in- 
creasing rigidity  in  most  forms  of  human  or- 
ganization, due,  among  other  causes,  to  mod- 
ern production  methods  and  wage  policies,  the 
attainment  of  equilibrium  by  the  various  na- 
tions w7ill  be  rendered  constantly  more  diffi- 
cult, and  the  proper  functioning  of  an  inter- 
national monetary  standard  more  precarious, 
unless  international  commerce  is  greatly  in- 
creased. One  of  the  important  underlying 
causes-  of  the  existing  financial  difficulties 
which  are  so  grievously  delaying  the  return 
of  prosperity  is  the  failure  of  international 
trade,  due  to  its  shrunken  proportions,  to 
offer  a  sufficiently  broad  base  to  support  the 
volume  of  international  debts  and  credits  raid 
thus  to  stabilize  the  financial  situation  of  the 
various  countries.  Without  an  increased  in- 
ternational trade  it  is  difficult  to  see  how  to 


meet  the  problems  of  international  finance 
which  press  us  in  on  every  side.  Indeed,  the 
rebuilding  of  our  international  commerce  and 
the  consistent  cultivation  of  its  enormous  pos- 
sibilities offer  the  surest  and  the  easiest  way 
for  us  to  secure  the  fullest  utilization  of  our 
natural  resources  and  the  greatest  employment 
of  our  people. 

If  this  be  true,  we  must  be  prepared,  in  co- 
operation with  other  nations,  to  reduce  the  ex- 
cessive barriers  which  have  been  raised 
against  the  importation  of  foreign  goods.  We 
must  be  prepared  to  consider  the  welfare  of 
American  industry  and  American  agricul- 
ture from  a  national  point  of  view,  and  not 
from  that  of  a  particular  industry.  We  must 
not  allow  powerfully  entrenched  special  in- 
terests to  monopolize  profits  at  the  expense  of 
other  groups  or  to  the  injury  of  the  people  as 
a  whole. 

It  is  frequently  said  that  high  tariffs  are 
necessary  in  order  to  maintain  high  wages. 
But  the  facts  lend  scant  support  to  this  oft- 
repeated  slogan.  High  wages  and  a  high 
standard  of  living  are  the  result  of  able  man- 
agement, a  high  efficiency  of  labor,  rich  nat- 
ural resources,  and  a  plentiful  supply  of  capi- 
tal. In  fact,  a  policy  of  high  protection  is  a 
handicap  rather  than  an  advantage  to  a  na- 
tion of  high  productivity  such  as  ours,  for  it 
inescapably  restricts  the  foreign  markets  in 
which  the  efficient  producers  can  dispose  of 
their  goods.  It  requires  no  extended  investi- 
gation to  discover  that  on  the  average  the 
wages  paid  in  the  export  industries,  which  in 
no  way  depend  on  the  tariff,  are  actually 
higher  than  those  paid  by  the  highly  pro- 
tected groups.  It  is  indeed  a  significant  fact 
that  during  the  last  few  years,  when  our  coun- 
try has  been  saddled  with  the  highest  so-called 
"  protective  "  tariff  in  its  history,  wages  have 
fallen  drastically  and  the  numbers  of  unem- 
ployed have  reached  a  level  never  touched 
before. 


Even  industries  in  the  protected  group  in 
many  cases  sutler  from  the  system  of  high 
protection.  Duties  on  raw  materials  and 
semifinished  products  handicap  other  manu- 
facturing industries  often  as  much  as,  some- 
times more  than,  they  aid  the  producers  of  the 
protected  article.  Many  manufacturers  are 
penalized  by  rates  of  duty  in  many  cases  over 
|0  percent  and  in  some  cases  over  100  per- 
cent on  articles  needed  by  them  but  not  pro- 
duced in  the  United  States. 


II 

In  the  pursuit  of  tariff-bargaining  pol- 
icy two  alternatives  lie  open.  One  is  the  policy 
of  seeking,  and  giving  in  exchange,  special  ex- 
clusive preferences  and  favors.  Reduced  tariff 
rates  may  be  traded  for  other  tariff  reduc- 
tions, and  the  concessions  thus  made  may  not 
be  granted  to  nations  which  do  not  give  simi- 
lar special  favors  in  exchange.  The  other  al- 
ternative is  the  policy  of  unconditional  most- 
favored-nation  treatment,  under  which  we 
generalize  concessions  and  reductions  to  all 
nations  which  reciprocate  to  us. 

At  first  glance  the  former  alternative  seems 
the  more  plausible.  Under  this  policy  we 
would  grant  concessions  only  when  we  get 
something  specific  in  return.  Thereby  we 
would  seem  to  afford  greater  protection  to 
domestic  American  producers  and  at  the  same 
time  to  increase  the  inducement  to  other  na- 
tions to  make  concessions  to  us. 

The  difficulty  is  that  every  preference 
granted  exclusively  to  a  given  nation  con- 
stitutes a  discrimination  against  the  trade  of 
over  50  other  nations.  There  can  be  no  pref- 
erence without  discrimination.  Any  policy  of 
trading  in  exclusive  preferences  means  by  its 
very  terms  and  in  its  essence  a  policy  of  wide- 
spread discriminations.  And  discriminations 
lead  inescapably  to  retaliations.  Retaliations 
i  lead  to  trade  warfare  and  the  building  up  of 
new  and  still  higher  trade  barriers.    No  nation 
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desiring  a  permanent  increase  of  trade  can 
afford  to  adopt  a  policy  of  bargaining  for 
preferences. 

The  other  alternative  leads  in  the  opposite 
direction.  The  most-favored-nation  policy, 
since  it  means  extending  concessions  made  to 
one  so  as  to  apply  generally  to  all,  rests  upon 
the  fundamental  basis  of  equality  of  treatment 
to  all  alike.  It  leaves  no  room  for  discrimina- 
tion or  consequent  retaliation;  it  is  the  logical 
pathway  to  reduced  trade  barriers  and  in- 
creased trade.  It  means  in  its  essence  the  rule 
of  least  disturbance  in  international  trade  and 
of  economic  peace,  just  as  the  alternative  policy 
of  preferential  bargaining  means  economic 
conflict. 

The  policy  of  equality  of  treatment  to  all, 
tested  and  proved  by  three-quarters  of  a  cen- 
tury of  experience,  constitutes  the  very  corner- 
stone of  American  commercial  policy.  It  is 
foundationed  upon  justice  and  fairness,  and 
therefore  it  will  be  enduring.  It  is  the  only 
possible  basis  for  the  expansion  and  develop- 
ment of  triangular  trade  upon  which  Ameri- 
can commerce  vitally  depends.  On  it  rests 
our  "open  door"  policy,  which  for  a  genera- 
tion we  have  insisted  upon  in  the  Far  East. 
It  lies  at  the  foundation  of  innumerable  claims 
and  protests  which  the  State  Department  is 
constantly  making  whenever  the  facts  show 
actual  discrimination  against  American  com- 
merce. It  fundamentally  underlies  our  posi- 
tion toward  European  debtor  countries.  It 
shapes  our  whole  policy  toward  problems  of 
quota  restrictions  or  exchange  control.  It  is 
the  guiding  star  which  has  directed  American 
commercial  policy  for  many  years. 

Such  opposition  as  has  developed  to  this 
policy  has  been  due,  I  suspect,  largely  to  mis- 
understanding. It  is  not  a  dreamer's  program 
of  giving  away  something  for  nothing.  The 
policy  is  a  reciprocal  one.  We  get  quite  as 
much  as  we  give.  No  one  proposes  to  gener- 
alize our  concessions  to  countries  which  are  in 
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f;:<t  discriminating  against  American  trade. 
The  most-favored-nation  policy  means  simply 
that  we  extend  most-favored-nation  treatment 

to  every  country  which  docs  the  same  to  US. 
We  receive  a  very  real  quid  pro  quo.  For 
every  group  of  concessions  which  we  grant  to 
third  states  we  receive  in  return  the  groups 
of  concessions  which  they  in  turn  have  granted 
to  others.  If,  on  making  a  trade  agreement, 
we  errant  the  benefits  of  our  lowered  tariffs 
generally  to  third  states,  we  are  assured  of  the 
benefits  of  the  lowered  rates  which  those  third 
states  may  make  to  other  countries.  And,  as 
experience  has  proved  through  the  years,  these 
benefits  and  assurances  against  discrimination 
are  of  enormous  value  in  dollars  and  cents 
to  American  trade.  It  is  a  policy  dictated  by 
experience  and  by  hard-headed  common  sense. 

What  is  true  of  tariff  reductions  is  equally 
true  of  quota  restrictions  and  exchange-control 
regulations.  Here  again  the  policy  of  the 
United  States  rests  upon  the  principle  of 
equality  of  treatment.  If  a  foreign  nation 
chooses  to  impose  quantitative  restrictions 
upon  imports,  the  United  States  will  pro- 
test against  discrimination  in  the  treatment 
of  American  trade,  and  has  taken  the  posi- 
tion that  the  share  of  imports  allotted  to  it 
shall  be  no  less,  proportionately,  than  wTas 
its  share  during  a  previous  representative 
period.  Similarly,  in  the  allotment  of  foreign 
exchange,  upon  which  in  certain  countries 
American  trade  is  vitally  dependent,  the 
United  States  has  taken  a  strong  position 
against  all  forms  of  governmental  discrimina- 
tion through  the  granting  of  special  prefer- 
ences. And,  one  should  add,  what  it  has 
protested  against  when  practiced  by  others  it 
has  refrained  from  requesting  in  its  own  deal- 
ings with  exchange-restriction  countries. 

Does  not  the  refusal  to  extend  tariff  con- 
cessions to  countries  which  discriminate 
against  American  trade  itself  constitute  a 
form  of  discrimination?     This  is  a  question 


10 


frequently  asked  since  the  proclamation  of  the 
Belgian  trade  agreement,  The  answer  seems 
clear.  If  we  blankly  refused  to  generalize 
the  Belgian  concessions  to  certain  specified 
countries,  it  would  constitute  discrimination. 
But  this  has  not  been  done.  To  every  country 
alike  we  have  offered  to  generalize  the  Belgian 
concessions  provided  each  country  grants 
most-favored-nation  treatment  to  the  United 
States;  and  this  offer,  made  to  all  the  world, 
is  open  and  continuing.  Under  such  pro- 
cedure, the  United  States  cannot  be  charged 
with  discrimination. 

The  policy  thus  followed  has  already  justi- 
fied itself  in  concrete  results.  One  nation 
has  already  agreed  to  cease  discriminatory 
practices  against  United  States  trade;  other 
nations,  since  the  publication  of  the  Belgian 
proclamation,  have  manifested  in  concrete 
terms  a  desire  to  enter  into  trade  agreements 
and  a  readiness  not  previously  in  evidence  to 
grant  concessions. 

One  objection  to  the  most-favored-nation 
policy  has  been  raised  on  many  sides.  Numer- 
ous manufacturers,  while  subscribing  to  the 
general  outlines  of  the  administration's  policy 
and  while  willing  to  face  the  competition 
of  imports  which  they  can  withstand  from 
the  specific  country  with  which  a  trade  agree- 
ment is  made,  fear  that,  as  a  result  of  the 
most-favored-nation  policy  of  generalization, 
imports  from  a  host  of  other  countries  will 
drive  them  out  of  business.  In  other  words, 
it  is  not  the  imports  from  the  country  mak- 
ing the  trade  agreement  but  from  a  host  of 
third  countries  which  they  fear. 

But  in  fact  the  various  Government  depart- 
ments and  agencies  responsible  for  formulat- 
ing trade-agreement  proposals  for  the  Presi- 
dent's consideration  have  from  the  beginning 
kept  this  consideration  very  prominently  in 
mind.  Not  a  concession  is  discussed  without 
the  most  careful  consideration  of  the  business 
and  commercial  effects  which  will  result  from 
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a  generalization  of  the  concession  to  third 
stales.  For  this  reason,  indeed,  before  the  un- 
lertaking  of  any  negotiations,  even  before  the 
passage  of  the  Trade  Agreements  Act  last 
June,  a  program  was  carefully  mapped  out 
for  confining  the  granting  of  concessions  to 
Commodities  of  which  each  nation  constituted 
the  chief  or  a  principal  source  of  supply;  and 
after  a  careful  study  it  was  found  that  each  of 
a  total  of  29  nations  was  the  leading  supplier 
to  the  United  States  of  at  least  one  and  in 
most  cases  of  far  more  than  one  important 
commodity.  By  restricting  our  concessions  in 
the  main  to  such  commodities  in  the  case  of 
each  country,  we  can  both  limit  the  effects  of 
a  generalization  of  concessions  to  third  coun- 
tries to  extremely  minor  importance  and  at  the 
same  time  retain  sufficient  bargaining  advan- 
tage so  that  the  twenty-ninth  country  will  still 
desire  a  trade  agreement  with  the  United 
States  even  after  the  concessions  granted  to 
28  other  countries  have  been  generalized  to  it. 

Our  hope  and  expectation  is  that  our  trade- 
agreements  program  will  serve  as  a  powerful 
inducement  to  other  countries  gradually  to 
pursue  a  more  liberal  commercial  policy  and, 
even  if  they  must  for  a  time  continue  to  make 
use  of  quotas  and  exchange  controls,  to  em- 
ploy these  devices  in  such  a  manner  as  to 
avoid  discrimination.  Of  all  nations  at  the 
present  time,  the  United  States,  not  only  by 
virtue  of  its  size  and  influence  but  also  because 
of  its  active  trade  balance  and  the  strength 
of  its  currency  position,  is  in  the  best  strategic 
position  to  lead  the  world  away  from  the 
uneconomic  practices  which  are  at  present 
rapidly  impoverishing  it,  to  a  new  era  of 
fruitful  international  commercial  intercourse. 
The  administration  has  accepted  this  respon- 
sibility, and  other  countries  are  showing  a 
keen  interest  in  its  undertaking  and  approval 
of  its  program. 

Under  the  authority  of  the  Trade  Agree- 
ments Act  of  June  12,  1934,  reciprocal  trade 
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agreements  have  been  signed  with  Cuba, 
Brazil,  Belgium,  and  Haiti.  The  agreement 
with  Cuba  has  been  in  force  since  September 
3,  1934.  That  with  Belgium  will  become  ef- 
fective on  May  1,  1935.  The  Cuban  agree- 
ment, the  only  one  whose  results  can  yet  be 
judged,  has  more  than  justified  the  hopes  of 
those  who  framed  it.  During  the  first  6 
months  of  its  existence,  from  September  1934 
to  February  1935,  the  United  States  exported 
to  Cuba  27  million  dollars'  worth  of  goods,  in 
comparison  with  only  13  million  dollars' 
worth  in  the  same  months  of  1933-34.  The 
value  of  Cuban  exports  to  the  United  States 
for  the  same  period  increased  from  30  million 
to  50  million  dollars.  In  addition  to  the 
agreements  which  have  already  been  signed, 
negotiations  are  in  progress  with  13  coun- 
tries: Canada,  Colombia,  Costa  Rica,  El  Sal- 
vador, Finland,  Guatemala,  Honduras,  Italy, 
the  Netherlands,  Nicaragua,  Spain,  Sweden, 
and  Switzerland. 

Throughout  the  world  the  continuing  forces 
of  the  depression,  the  general  currency  de- 
rangement, and  the  lack  of  a  wholesome  equi- 
librium in  international  prices  are  driving 
nations  toward  an  increasing  number  of  trade 
restrictions,  quotas,  exchange  controls,  and  a 
host  of  minor  though  hardly  less  offensive 
regulations,  combined  with  a  network  of  pref- 
erential, discriminatory  arrangements.  In  this 
country,  extreme  protectionist  and  national- 
istic groups,  supporting  highly  paid  lobbyists, 
demand  of  their  representatives  and  public 
officials  in  Washington  that  this  Government 
adopt  the  most  discriminatory,  and  frequently 
the  most  provocative,  commercial  policies 
and  practices.  Some  seek  the  exclusion  of 
this  or  that  class  of  imports,  others  insist 
that  the  Government  secure  for  their  products 
a  preferential  position  in  foreign  markets. 
None  apparently  takes  account  of  the  funda- 
mental contradiction  of  such  demands  or  of 
the   utter    confusion    which    would   result    in 
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international  trade  ii'  the  Government  should 
Accede  to  their  insistent  demands  and  follow 
■her  nations  in  the  pursuit  of  bilateral  dis- 
criminatory bargaining. 

The  coming  months  will  determine  whether 
the  interests  demanding  these  narrow  and 
short-sighted  practices  or  whether  the  forces 
baking  for  a  liberal  commercial  policy,  based 
on  the  principle  of  equality  and  nondiscrimi- 
nation, will  prevail.  At  such  a  time  those  who 
have  clear-sighted  vision  and  understanding 
and  courage  cannot  afford  to  be  silent.  Amer- 
ica needs  their  very  active  and  their  vocal 
bpport.  The  position  of  this  great  nation, 
its  youth,  energy,  and  resources,  and  its  rela- 
tive freedom  from  the  restrictions  which  world 
conditions  have  imposed  upon  many  other 
countries,  place  upon  it  the  responsibility  of 
leadership.  It  must  assume  and  assert  that 
responsibility. 
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THE  FOREIGN  COMMERCIAL 
'OLICY  OF  THE  UNITED  STATES  l 

Mr.  President,  Ladies  and  Gentlemen: 

am  very  happy  to  have  been  given  this  op- 
►ortunity  to  speak  to  you  about  the  effort  which 
he  administration  is  making  to  restore  our 
oreign  trade,  for  the  condition  of  that  trade 
,nd  the  state  of  our  national  well-being  are 
atimately  related.  In  time  of  acute  depres- 
ion,  measures  of  a  purely  national  character 
,re  given  paramount  attention,  and  considera- 
ions  of  foreign  commercial  policy  tend  for  a 
ime  to  become  lost  to  view. 

We  have  reached  a  point,  however,  when 
very  country  must  go  forward  both  on  a 
lomestic  and  on  an  international  economic 
irogram,  so  that  the  buoyancy  of  an  expand- 
ng  world  prosperity  will  develop  to  sustain 
,nd  promote  the  expansion  of  domestic  re- 
overy.  The  international  aspects  of  such  a 
ombined  program  are  far  broader  than  the 
aere  readjustment  of  a  limited  number  of 
ariff  rates  in  this  country.  It  envisages, 
Toadly  speaking,  that  important  nations 
hroughout  the  world  will  proceed  gradually 
•ut  simultaneously  to  readjust  to  a  more 
easonable  level  the  existing  excessive  tariffs, 
uotas,  and  other  trade  barriers,  and  to  aban- 
on  the  chief  forms  of  discrimination  in  inter- 
ational  finance  and  commerce,  and  to  adopt 
air,  equal,  and  friendly  trade  methods  and 
ractices. 

While  this  and  other  countries  have  made  a 
ery  considerable  recovery  in  production  and 
rices,  and  under  its  constructive  domestic 
rogram  this  country  will  make  considerably 

1  Address  delivered  by  the  Honorable  Cordell  Hull, 
ecretary  of  State,  before  the  general  session  of  the 
venty-third  annual  meeting  of  the  Chamber  of  Com- 
terce  of  the  United  States,  Washington,  May  2,  1935, 
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more,  the  limitations  encountered  by  reason 
the  extreme  isolationism  throughout  the  wor 
are  more  and  more  pressing  themselves  upc 
the  national  consciousness  of  this  and  oth' 
countries.  It  is  well,  therefore,  to  give  though 
to  the  permanent  and  fundamental  aspects  <jl 
the  situation  in  which  our  recovery  policies  & 
a  whole  must  function.  While  it  would  \\ 
difficult  to  exaggerate  the  importance  of  dome 
tic  and  internal  measures  for  recovery,  it 
nevertheless  true  that  the  collapse  of  wor] 
trade  is  beyond  any  doubt  one  of  the  mo* 
important  factors  prolonging  the  depressio]] 
The  break-down  of  the  international  structui 
has  created  uncertainty  and  fear,  and  holds  i 
check  the  tens  of  billions  of  dollars  of  inves 
ment  which  today  are  most  urgent  owing  t 
capital  depreciation,  obsolescence,  renewals,  r< 
pairs,  and  the  need  for  new  structures.  What 
required  at  this  juncture  is  to  move  forward  o 
both  the  domestic  and  the  international  fronl 
toward  a  full  and  stable  measure  of  trade  e2 
pansion  and  industrial  prosperity; 

May  I  here  remark  that  on  this  day  2  yeai 
ago,  in  addressing  the  American  Section  of  tri 
International  Chamber  of  Commerce  here  t 
Washington,  I  strove  to  combat  the  isolationis 
tendency  and  said: 

"The  opposing  view,  while  disclaiming  extrem 
economic  internationalism,  on  the  other  han 
would  challenge  extreme  economic  nationalise 
and  launch  this  country  upon  a  sane,  practice 
middle  course.  It  would  supplement  our  im 
pregnable  home  market  with  adequate  foreig; 
markets  for  our  ever-increasing  surpluses." 

In  the  nineteenth  century,  a  closely  coordi 
nated  world  economy  was  developed  based  upo] 
the  very  sound  principle  that  man  could  con 
duct  his  affairs  most  profitably  under  condition 
of  reasonable  freedom.  It  is  indeed  significan 
that  this  period,  in  which  the  great  advantage: 
of  international  commerce  were  generally 
recognized,  witnessed  the  most  rapid  growth  o 
population,  the  most  amazing  rise  in  the  stand 


Lf 


ini  of  living,  and  the  broadest  increase  in  the 
Itilization  of  the  earths  natural  riches  for  man- 
H&d's  benefit  and  happiness  that  has  ever  been 
Experienced. 

The  industrial  technique,  together  with  its 
mud  maidens,  commerce  and  finance,  was 
■ought  to  a  high  degree  of  development  first 
n  England,  from  where  it  spread  during  the 
jourse  of  the  nineteenth  century  to  many  other 
countries,  including  the  United  States.  In  this 
jra  we  made  immense  gains  in  the  production 
)f  both  agricultural  and  industrial  goods, 
ihereby  providing  employment  and  a  constantly 
ising  standard  of  living  for  our  rapidly  increas- 
ng  population.  No  small  part  of  this  advance 
vas  made  possible  by  the  steady  expansion  of 
vorld  trade  and  the  increasing  demand  of  other 
countries  for  the  goods  we  had  to  export. 
Being  at  that  time  a  debtor  and  undeveloped 
country,  a  policy  at  times  highly  protective 
ed  to  no  serious  consequences;  but  shortly 
liter  the  World  War,  ignoring  the  economic 
transformation  which  had  taken  place,  we 
jegan  to  erect  barriers  to  our  foreign  trade  not 
consistent  with  our  newly  achieved  creditor 
aosition  nor  our  efficiency  in  production. 
Within  the  short  space  of  a  decade  we  had 
*aised  our  tariff  rates  on  three  successive  occa- 
dons,  thereby  preparing  the  destruction  of  our 
p-ast  foreign  trade,  upon  which  a  large  share  of 
)ur  prosperity  rested.  This  interference,  oppor- 
tunist in  spirit,  uncoordinated  with  our  other 
policies,  and  contrary  to  our  long-term  inter- 
ests, represented  a  definite  break  with  the 
deal  of  economic  liberalism  which  had  made 
possible  this  great  commercial  expansion. 

The  events  of  the  World  War  enormously 
increased  the  importance  of  the  United  States, 
commercially  and  financially,  in  world  affairs. 
Just  at  the  time  when  the  disturbed  interna- 
tional relations  of  the  post-war  period  called 
for  the  broadest  possible  development  of  world 
trade  as  a  means  of  minimizing  shocks  and 
creating  a  new  international  balance,  we  adopted 


an    unduly    high    protectionist    policy    whic 
played  its  part  in  the  subsequent  world-wid 
collapse   and   contributed  in   so   important 
measure  to  the  present  break-down  in  intei 
national  commercial  and  financial  relations. 

The  time  was  when  international  relation 
were  few  and  intermittent.  The  most  widel; 
different  conditions  could  exist  in  differen 
countries,  entirely  unaffected  by  development 
in  other  regions.  Wars  might  even  occur  h 
parts  of  the  world  without  the  disturbanc 
being  felt  appreciably  elsewhere.  The  Worh 
War  definitely  demonstrated  that  this  era  hac 
ended  and  that  the  expansion  of  transportatioi 
and  communication,  combined  with  the  growtl 
of  industry  and  commerce,  had  created  a  work 
of  closely  connected  states  economically  interj 
related.  Although  many  people  in  this  country) 
and  abroad  have  refused  to  recognize  this  fun- 
damental change,  the  universality  of  the  de- 
pression has  again  furnished  conclusive  evidence 
of  its  actuality  and  completeness.  Interna- 
tional relations  are  no  longer  incidental  tc. 
national  life  but  have  become  an  essentia] 
factor  in  the  existence  of  all  nations. 

When  the  war  ended,  many  Americans  o^ 
experience  and  vision  saw  the  position  o1 
courageous  economic  leadership  which  the 
best  interests  of  both  this  country  and  the 
rest  of  the  war-sick  world  demanded  of  the 
United  States.  But  the  Nation  as  a  whole 
allowed  itself  to  be  seized  with  an  irrational 
fear  of  foreign  competition.  I  believe  that  it 
was  primarily  that  fear,  and  not  pride  or  selfish- 
ness, that  blinded  us  to  the  great  advantages 
which  we  might  have  secured  from  an  intelli- 
gent and  sound  development  of  our  interna- 
tional economic  relations. 

This  country,  of  course,  will  not  think  of 
repeating  its  past  experience  of  prescribing  a 
one-way  trading  policy  and  then  indulging  in 
wild  and  reckless  lending  abroad.  We  need 
not,  however,  hide  the  fact  that  we  made  a  far 
greater  amount  of  equally  reckless  and  worth- 


less  loans  at  borne.  The  entire  policy  of  care- 
■8  and  unsound  Lending  at  home  and  abroad 
Bike  should  be  reformed  and  placed  on  a  sound 
and  sal'i4  basis.  Naturally,  so  long  as  the 
larger  part  of  the  world  remains  undeveloped 
and  the  overwhelming  mass  of  the  world 
population  is  suffering  the  pinch  of  economic 
distress,  far-seeing  business  men  in  the  capital- 
producing  countries  will,  as  in  the  past,  be 
found  making  investments  and  loans  abroad. 
Let  us  not  fool  ourselves  as  to  the  direction 
in  which  we  are  going.  It  is  literally  accurate 
to  say  that  no  nation  was  ever  so  well  equipped 
to  become  a  great  trading  nation,  to  play  its 
role  in  assisting  in  the  development  of  higher 
standards  of  living  throughout  the  world  and 
thereby  stimulating  the  increased  purchasing 
power  of  the  huge  populations  in  backward 
areas,  which  cannot  fail  to  increase  our  own 
prosperity.  With  our  superb  natural  resources, 
transportation  facilities,  productive  equip- 
ment and  technique,  and  power  resources,  we 
stand  face  to  face  in  this  year  1935  with  the 
problem  of  whether  we  shall  go  forward  with 
renewed  industry,  energy,  hardihood,  and  the 
old  pioneering  spirit,  or  whether  we  shall  falter 
and  fall  back,  allowing  far  less  equipped 
countries  to  step  forward  and  take  our  place. 

Extreme  high-tariff  barriers  have  been  sup- 
plemented in  many  foreign  countries  by  quan- 
titative restrictions,  tantamount  frequently 
to  embargoes,  and  by  the  control  of  foreign 
Bxchange,  which  is  often  allotted  on  a  most 
arbitrary  basis.  To  these  a  number  of  other 
less  important  but  scarcely  less  burdensome 
and  irritating  restrictions  have  been  added, 
all  designed  to  exclude  imports  and  all  having 
the  effect  of  choking  and  throttling  world 
trade.  As  a  result,  on  the  one  hand  surpluses 
of  many  kinds  of  both  agricultural  and  in- 
dustrial goods  have  accumulated  in  the  coun- 
tries which  formerly  supplied  these  products  to 
the  world,  while  on  the  other  hand  these  very 
goods  are  being  produced  uneconomically  and 
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consequently  at  exorbitant  prices  in  the  former 
consumer  countries  behind  their  unscalable 
barriers.  Sorry  substitutes,  absurd  synthetic 
production,  and  inferior-quality  production, 
virtually  worthless,  are  being  attempted. 

The  international  price  structure  for  somei 
time  has  been  dislocated.  For  many  commodi- 
ties there  is  no  longer  any  such  thing  as  a 
world  price.  In  many  instances  prices  are 
two,  three,  or  four  times  higher  in  one  country 
than  in  the  surplus-producing  countries.  This 
is  true  of  wheat,  lard,  and  other  commodities 
highly  important  for  our  domestic  producers 
and  for  consuming  masses  of  foreign  popula- 
tions. 

The  resources  of  the  world  needed  for  modern 
ways  of  living  and  for  the  development  of  a 
higher  future  civilization  are  not  evenly  dis- 
tributed throughout  the  globe.  Basic  raw 
materials  of  modern  industrialism  are  highly 
concentrated  in  certain  countries,  notably  the 
United  States  and  western  Europe.  Even  our^ 
own  great  country,  with  its  natural  resources 
of  iron  ore,  coal,  petroleum,  lead,  zinc,  copper, 
and  other  mineral  resources,  is  deficient  in 
many  basic  materials  which  are  drawn  from  all 
parts  of  the  world,  including  wood  pulp,  tin, 
nickel,  manganese  ore,  rubber,  raw  silk, 
jute,  hemp,  flax  and  other  fibers,  hides  and 
skins,  and  in  foods  such  as  sugar,  coffee,  tea,  J 
spices,  and  certain  fruits  not  obtainable  at 
home.  The  modern  industrial  structure  de- 
pends upon  the  interchange  of  products  local- 
ized in  certain  areas  and  which  the  various 
countries  of  the  world  can  enjoy  only  on  the 
basis  of  international  trade. 

One  has  only  to  look  at  the  figures  of  the 
proportion  of  domestic  production  exported  by 
the  countries  of  Central  and  South  America 
and  the  Orient  to  see  how  highly  dependent 
these  areas  are  upon  world  trade.  No  one 
who  has  not  particularly  concerned  himself 
with  these  problems  can  realize  the  degree  to 
which  various  countries  have  developed  special- 
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ties  of  their  own.     We  in  this  country  have 

developed  such  specialties,  notably  in  cotton, 
lard,  tobacco,  automobiles,  machinery,  copper 
and  petroleum  products,  fruits,  electrical  and 
■Bee  appliances,  as  well  as  a  host  of  products 
of  smaller  value,  and  these  specialties  bulk 
large  in  our  trade  with  almost  every  country. 
Similarly,  every  other  country  has  specialties 
with  which  it  reaches  out  in  its  contacts  with 
the  four  corners  of  the  globe. 

Whenever  this  interchange  of  products,  to 
the  extent  mutually  profitable,  is  obstructed, 
the  prices  of  the  products  that  are  destined 
[for  the  world  market  are  seriously  depressed. 
The  ensuing  economic  distress  leads  to  political 
unrest  and  sometimes  to  revolution.  The  dis- 
turbed conditions  of  the  last  6  years  incident 
to  the  disruption  of  the  world  economic  system 
have  been  chiefly  responsible  for  the  political 
upheavals  and  the  downfall  of  government 
i  after  government  in  almost  all  parts  of  the 
world.  Internal  distress  opens  the  way  for 
the  demagogue  and  the  agitator,  stirs  up 
internal  class  strife,  and  especially  develops 
international  friction,  fear,  and  resentment  of 
foreign  peoples  and  governments,  and  shatters 
the  very  foundations  of  world  peace.  The 
langerous  political  situations  that  exist  through- 
out the  world  today,  the  international  tension, 
the  recrudescence  of  the  military  spirit,  the 
3xpansion  of  standing  armies,  the  enormously 
increased  military  budgets,  the  feverish  efforts 
nade  to  invent  new  instruments  of  warfare, 
lew  weapons  for  offense  and  defense — all 
:hese  have  emerged  and  developed  in  a  world 
n  which  the  international  economic  structure 
lias  been  shattered,  in  which  normal  peaceful 
commercial  intercourse  has  been  broken  and 
Vast  unemployment  and  human  distress  has 
Resulted.  It  is  the  collapse  of  the  world  struc- 
ture, the  development  of  isolated  economies, 
lihat  has  let  loose  the  fear  which  now  grips 
h very  nation  and  which  threatens  the  peace  of 
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the  world.  We  cannot  have  a  peaceful  world 
we  cannot  have  a  prosperous  world,  until  we 
rebuild  the  international  economic  structure. 

Economic  questions  and  conditions  form  the 
basis  of  international  relations  now  more  thar 
at  any  other  time  in  history.  If  nations  are 
engaged  in  discrimination  or  retaliation  or  in 
the  practice  of  irritating  trade  methods  toward 
one  another,  the  preservation  of  friendly  rela- 
tions and  of  that  understanding  necessary  for 
peace  and  mutual  prosperity  is  rendered 
difficult  and  precarious.  Without  friendly  rela- 
tions and  understanding,  nations  are  little) 
prone  to  settle  questions  or  controversies  by 
arbitration  or  other  orderly  and  peaceful1 
means.  On  the  contrary,  they  are  hasty  to 
arm  and  to  institute  force  for  justice  in  inter- 
national affairs.  We  behold  that  tendency! 
progressed  to  an  alarming  extent  today. 

The  desire  of  the  Government  to  combat  this 
trend,  which  it  is  convinced  can  lead  only  to  the 
serious  deterioration  of  our  civilization,  is  the 
controlling  reason  for  the  efforts  which  it  is' 
now  making  to  restore  international  trade  on  a 
basis  of  equality  and  friendship.  This  must' 
continue  to  be  the  basis  for  world  commercial' 
relations. 

The  numerous  discriminations  now  practiced 
by  nations  in  their  manipulation  of  tariff  rates, 
quotas,  exchange  controls,  and  other  devices 
designed  to  exclude  foreign  products,  and  in, 
their  exclusive  bilateral  arrangements,  have 
undoubtedly  been  one  of  the  chief  causes  which 
have  led  to  the  serious  economic  and  political 
conditions  now  prevailing.  Not  only  are  na- 
tions rapidly  impoverishing  themselves  by 
these  practices,  but  they  are  thereby  also 
inviting  the  enmity  and  provoking  the  resent- 
ment of  other  peoples.  The  irony  of  bilateral 
arrangements  to  the  exclusion  of  triangular  and 
multilateral  trade  lies  in  the  fact  that,  while 
their  advantages  are  soon  overcome  by  the 
counteractive  measures  adopted  by  the  states 
against  which  they  discriminate,  the  feelings 
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:>f  dislike  and  distrust  which  thoy  engender 
live  on. 

I  am  not  altogether  surprised  when  people 
hinstructed  in  the  conduct  of  international 
nations  and  commercial  policies  and  concerned 
jolely  with  their  immediate  selfish  interests 
jriticize  the  Government  for  refusing  to  adopt 
ihis  course,  for  doubtless  they  can  see  in  it  only 
;he  temporary  advantages  which  it  promises  to 
ihemselves  and  not  the  harm  that  it  inevitably 
causes  the  Nation  as  a  whole. 

The  tendency  to  seek  special  preferences 
ibroad  is  coupled  with  the  stubborn  and  fre- 
quently unscrupulous  resistance  encountered 
>y  the  Government  when  even  the  most 
noderate  reduction  in  a  tariff  rate  is  proposed, 
egardless  of  how  clearly  this  may  be  to  the 
idvantage  of  the  country  as  a  whole.  The 
pressure  which  is  being  currently  brought  upon 
>oth  legislators  and  officials  in  Washington  by 
hose  who  fear  that  they  are  to  be  deprived  of 
ven  a  small  part  of  the  artificial  advantage 
;iven  them  by  an  over-indulgent  Government, 
oo  often  at  the  expense  of  efficient  producers 
,nd  consumers  in  general,  would  incline  one  to 
lelieve  that  much  of  the  sturdy  self-reliance, 
Lardihood,  and  vigor  of  this  country  are 
iefinitely  on  the  decline.  Every  post  which 
omes  to  the  Department  of  State  brings 
otters  requesting,  and  frequently  demanding, 
hat  the  Government  obtain  for  their  writers 
ome  personal  or  local  advantage,  often  in 
lear  defiance  of  the  general  interest.  As  I 
uppose  is  only  to  be  expected,  these  demands 
re  frequently  absurdly  conflicting.  The  Gov- 
rnment  is  asked,  on  the  one  hand,  to  reduce 
r  more  often  to  prevent  entirely  the  importa- 
ion  of  this  or  that  article  or  class  of  goods,  and, 
n  the  other,  to  secure  preferences  in  foreign 
larkets  for  this  or  that  American  product, 
have  had  presented  to  me  time  and  again 
ehemes  for  expanding  our  exports  of  our 
gricultural  products  by  means  of  preferential 
rrangements,    dumping    devices,    and    other 
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measures  which  involve  serious  complications 
of  our  general  trade  relations.  These  same 
people  insist  on  complete  embargoes  against 
industrial  and  agricultural  imports.  These 
people  have  not  yet  learned  the  lesson,  which 
now  ought  to  be  evident  to  everyone,  that 
foreign  countries  cannot  continue  to  buy  our 
cotton,  lard,  tobacco,  and  other  surplus  com-] 
modities  unless  the  exchange  with  which  to  pay 
for  these  products  is  made  available  through 
imports  into  the  United  States.  We  cannot 
continue  to  sell  even  our  most  important 
products  abroad  unless  we  are  disposed  to  buy 
to  the  extent  mutually  profitable.  I  wish  to; 
call  your  attention  particularly  to  the  decline 
in  this  current  year  of  our  exports  to  many 
of  our  best  consuming  markets  in  Europe. 
Thus,  our  exports  to  Europe  in  January  and 
February  of  this  year  declined  16  percent  in 
relation  to  that  of  January  and  February  of  a 
year  ago.  If  we  place  embargoes  upon  our 
imports,  we  shall,  in  the  last  analysis,  witness 
inevitably  the  destruction  of  our  export  trade.. 
Seized  with  an  unreasoning  fear  whenever  a! 
small  driblet  of  imports  of  a  competitive  nature, 
comes  over  our  tariff  wall,  even  when  under 
purely  temporary  or  accidental  conditions  such 
as,  for  example,  the  drought,  action  is  urged; 
which,  if  followed  too  frequently,  may  lead  to] 
retaliation  by  other  countries,  so  that  step  by 
step  such  actions  lead  straight  toward  a  com- 
plete embargo  of  imports  all  around,  and,, 
since  one  country's  imports  are  another  coun- 
try's exports,  a  like  embargo  of  exports  all 
around. 

We  oppose  exclusive  or  preferential  arrange- 
ments the  effect  of  which  would  be  to  impose 
discriminatory  tariff  rates  against  other  coun- 
tries. On  the  other  side,  this  country  does 
not  intend  to  accept  discrimination  against 
American  commerce  in  foreign  countries.  It 
desires  to  extend  equality  of  treatment  to  all 
nations,  and  it  seeks  to  obtain  fair  and  equi- 
table  treatment   from   all   nations.     The   un- 


11 


conditional  most -favored-nation  policy,  as  al- 
ready indicated,  is  tho  one  which  almost 
universal  experience  since  the  middle  of  the 
last  century  has  demonstrated  to  be  the  best 
suited  for  the  attainment  of  these  purposes. 
This  Government  is  convinced  that  only  if  it 
makes  the  most  determined  attempt  to  stem 
the  degeneration  of  international  commercial 
intercourse  into  a  network  of  bilateral  arrange- 
ments of  an  exclusive  and  restrictive  type,  with 
their  accompanying  discriminations  and  retalia- 
tions, can  international  trade  be  restored. 

It  is  my  belief  that  most  nations  drifted  into 
the  condition  in  winch  they  now  find  them- 
selves, due  primarily  to  the  pressure  of  the 
peculiar  maladjustments  of  the  post-war  period 
and  the  wave  of  extreme  economic  nationalism 
incident  thereto;  that,  with  possibly  a  few 
exceptions,  they  have  not  deliberately  elected 
to  follow  the  course  to  which  circumstances 
have  forced  them.  It  is  incumbent  upon  some 
great  nation,  certainly  the  United  States  as 
much  as  any  other,  to  come  forward  with  a 
broad,  constructive  program  calculated  to 
displace  gradually  the  policies  which  have 
proven  so  futile  and  so  destructive  during  these 
past  several  years.  With  the  sources  of  in- 
formation that  the  organization  of  the  Govern- 
ment places  at  my  disposal,  I  see  not  a  few 
evidences  of  the  state  of  mind  of  other  peoples 
which  give  me  reason  to  believe  that  the 
program  which  this  administration  is  following 
is  beginning  to  supply  the  inspiration  necessary 
to  induce  them  to  alter  their  course  and  to 
hope  that  the  world  can  shortly  expect  a 
general  movement  in  the  direction  of  inter- 
national economic  sanity. 

There  are  those  who  believe  that  interna- 
tional trade  cannot  exist  in  modern  times 
without  endangering  and  destroying  the  indus- 
tries of  each  separate  country.  These  people 
believe,  too,  that  all  international  commerce  is 
highly  competitive  and  therefore  destructive 
to  industries  of  the  various  nations.     On  the 
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contrary,  in  the  very  nature  of  the  case,  inter- 
national trade  as  contemplated  in  our  program 
is,  broadly  speaking,  complementary  in  char- 
acter.    The  history  of  our  own  foreign  trade, 
and  the  shifts  that  have  occurred  in  the  struc- 
ture of  our  imports  and  exports,  illustrate  the 
complementary  character  of  foreign  trade.  One 
hundred  years  ago,  two-thirds  of  our  exports 
consisted  of  raw  materials,  and  more  than  half 
of  our  imports  consisted  of  finished  manufac- 
tures.    Today  half  of  our  exports  consist  of 
finished  manufactures  and  nearly  half  of  our 
imports  are  raw  materials.     These  enormous 
shifts   in   the   structure   of   our   imports   and 
exports   indicate   in   part   the   adjustment   of 
foreign   trade   to   the   needs   of   our   national 
economy,  though  in  part  the  present  structure 
of   our   trade   has   been   shaped    by    artificial 
restrictions.      While   our   imports   of   finished 
manufactures  constitute  a  smaller  proportion 
of  our  imports  now  than  formerly,  it  is  im- 
portant to  note  that  the  absolute  value  of  these 
imports  increased  from  $100,000,000  in  1850 
to   $1,000,000,000   in    1929.     Of   the  finished 
manufactures,  the  greater  part  consists  of  spe- 
cialty   products    which    are    not  .  directly    or 
seriously  competitive  with  products  of  our  own 
industries.     Essentially,  they  complement  our 
own  products.    With  the  progress  of  invention 
and  the  development  of  an  increasing  number 
of  finished  goods  which  go  with  higher  stand- 
ards   of    living,    in    contrast    to    the    simpler 
products  needed  in  a  more  primitive  society, 
we  may  anticipate  a  constantly  larger  inter- 
change of  finished  products.    Foreign  trade,  to 
be  complementary  and  noncompetitive,  is  not 
necessarily  confined  to  the  exchange  of  raw 
materials  and  foodstuffs  for  finished  manufac- 
tured  goods.     The   new  products   that  have 
emerged  in  the  last  few  decades  illustrate  the 
enormous  impetus  which  invention  and  dis- 
covery may  give  to  foreign  trade.     One  has 
only  to  mention  in  this  connection  the  impor- 
tance of  many  of  these  newer  products  such  as 
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10 tor  cars,  radio  sets,  office  equipment,  electrical 
ppliances,  e1  cetera,  in  our  own  foreign  trade. 
Vith  rising  standards  of  living  incident  to  the 
pdustrial  development  of  the  economically 
pckward  countries,  the  increased  purchasing 
gwer  will  inevitably  give  rise  to  a  larger  con- 
umption  of  our  mass-production  goods  in 
■change  for  specialty  products.  Each  dollar 
f  such  imports,  of  course,  pays  for  a  dollar's 
•orth  of  our  burdensome  surplus  exported. 
I  repeat,  international  trade  has  always  been 
ssentially  of  a  complementary  character, 
ither  than  sharply  competitive,  and  this  will 
ontinue  to  be  the  case.  If  we  give  proper 
ncouragement,  by  minimizing  the  obstacles 
3  trade,  to  the  development  and  expansion  of 
iiose  industries  in  which  each  country,  by 
3ason  of  natural  resources,  soil,  climate,  me- 
hanical  equipment,  horsepower,  and  special 
ptitudes  of  skill  and  training,  is  most  efficient, 
lere  will  continue  to  be  an  expanding  scope 
>r  international  trade  based  on  complementary 
ilations  rather  than  on  sharp  competition, 
adeed,  the  more  we  encourage  our  efficient 
idustries  to  find  foreign  markets,  the  more  the 
.ructure  of  our  industry  will  be  shifted  toward 
lose  lines  where  it  will  not  feel  the  impact  of 
>reign  competition.  It  is  the  country  that 
;eks  to  protect  unnatural  industries  which  is 
ways  faced  with  foreign  competition.  And, 
l  the  contrary,  it  is  the  country  that  efficiently 
id  courageously  develops  its  natural  strength 
id  natural  industries  which  is  least  subject 
>  foreign  competition.  It  is  not  our  auto- 
obile  industry,  for  example,  which  complains 
)out  foreign  competition.  It  is  our  highly 
^otected  industries  which  complain. 
The  trade-agreements  program,  first  promul- 
ited  and  unanimously  adopted  by  the  21 
merican  nations  at  Montevideo  and  now 
lively  being  carried  forward  by  this  Govern- 
ent,  is  based  upon  the  view  that  international 
ade  among  other  things  is  a  material  factor  in 
ie  full  and  stable  business  recovery  of  individ- 
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ual  nations;  that  unreasonable  trade  barriers! 
can  only  be  effectively  reduced  by  a  construe 
tive  program  carried  out  over  a  period  of  years 
concurrently  by  the  leading  nations  of  th( 
world;  that  such  liberalized  commercial  policy 
will  be  a  vital  factor  in  the  reduction  of  unem- 
ployment, the  increase  in  domestic  prices 
and  the  improvement  of  business  conditions 
throughout  the  world.  What  we  propose  in  i 
fair  and  friendly  way,  as  stated,  affords  the  best 
possible  foundation  on  which  to  rebuild  sound 
and  worth-while  international  relations.  This 
program  contemplates  a  simultaneous  and 
continuous  attack  by  all  wide-awake  nations 
upon  the  several  well-recognized  obstructions 
to  the  restoration  of  international  trade  and 
finance. 

The  opponents  of  a  liberal  commercial  policy 
would  have  every  nation,  by  means  of  a  purely 
nationalistic  program  alone,  attempt  to  restore 
domestic  prosperity,  while  at  the  same  time 
intensifying  the  existing  network  of  trade- 
destroying  restrictions  and  practices.  The 
proponents  of  a  liberal  commercial  policy,  on 
the  other  hand,  would  utilize  the  most  com- 
prehensive domestic  and  international  pro^ 
grams  combined,  and  would  cut  through  these 
trade  restrictions  and  open  the  way  toward  an 
expansion  of  world  trade  as  an  aid  to  domestic 
recovery,  thereby  combining  domestic  meas-, 
ures  with  international  measures  designed  t© 
rehabilitate  a  full  measure  of  domestic  and 
world  prosperity. 

This  country  can  and  must  furnish  its  fair 
share  of  leadership  in  this  great  movement. 
For  this  it  is  peculiarly  fitted  because  of  its 
weight  and  importance  in  the  world  economy, 
and  because  it  is  less  tied  up  in  the  entangle- 
ments and  restrictive  policies  in  which  other 
countries,  frequently  against  their  will,  have 
become  enmeshed.  The  way  lies  open  for  new 
opportunities  in  world  leadership  toward  peace 
and  prosperity. 
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THE  COST  OF 
ECONOMIC  NATIONALISM1 

We  are  living  in  an  age  of  intense  national- 
ism. The  political  nationalism  which  was  ig- 
nited during  the  World  War  is  still  aflame; 
and  it  has  lit  the  conflagration  of  economic  na- 
tionalism which  is  raging  everywhere  today. 
Economic  nationalism,  in  the  form  of  national 
self-sufficiency,  fires  the  popular  imagination 
and  readily  lends  itself  to  bursts  of  political 
oratory.  The  cry  of  "America  for  the  Ameri- 
cans "  stirs  the  emotions ;  and  a  policy  which 
will  free  us  from  dependence  upon  foreign 
trade  and  consequent  injury  by  foreign  dis- 
turbances appeals  to  men's  reason  and  sober 
good  judgment — especially  when  we  realize 
that  much  of  our  present  economic  dislocation 
and  loss  of  employment  is  due  to  the  break- 
down of  foreign  trade  through  causes  over 
which  we  have  no  control.  In  addition,  eco- 
nomic nationalism  commands  the  powerful 
support  of  influential  groups  of  domestic  pro- 
ducers who  want  to  be  free  from  the  harassing 
competition  of  cheap  foreign  production. 
VVith  nothing  to  oppose  it  except  cold  logic  and 
a  far-seeing  understanding  of  complex  eco- 
nomic laws  such  as  the  ordinary  man  on  the 
street  cannot  be  presumed  to  possess,  little  won- 
der that  economic  nationalism  has  swept  the 
world  like  a  raging  fire.  What  has  America, 
with  its  matchless  riches  and  widely  diversified 
resources,  to  gain  by  promoting  a  foreign  trade 
which  serves  only  to  place  it  at  the  mercy  of 
hostile  foreign  policies  and  alien  intrigues  ? 
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I  am  often  reminded  of  an  old  farmer  in 
Iowa  whose  pride  was  in  the  keen  Yankee  wits 
of  his  four  sons.  "  Why,  often  on  rainy  days  ", 
he  used  to  exclaim,  "  my  boys  and  I  stay  at 
home  and  trade  among  ourselves;  and  many 
an  afternoon  each  of  u,s  makes  four  or  five  dol- 
lars apiece,  by  gosh!  "  As  long  as  one  thinks! 
in  terms  of  a  single  small  locality,  it  is  difficult 
to  talk  of  the  need  of  foreign  trade  and  be 


But  when  one's  thoughts  turn  to  the  Nation 
as  a  whole,  a  very  different  picture  presents 
itself.  Last  year  we  imported  $133,154,000 
worth  of  coffee,  $101,532,000  worth  of  rub- 
ber, $71,764,000  worth  of  silk,  $44,801,000 
worth  of  tin.  Are  the  American  people  going 
to  be  content  to  go  without  these?  We  need 
rubber  for  our  automobile  tires;  we  need  tin 
for  containers;  we  need  antimony  for  our 
telephone  equipment;  jute  for  our  burlap 
bags;  hemp  for  our  rope.  Not  one  of  these 
can  the  United  States  produce.  Are  we  will- 
ing to  go  without  coffee,  tea,  chocolate,  ba- 
nanas, and  other  tropical  products  which  we 
cannot  grow  ?  Are  we  ready  to  forego  the 
use  of  silk?  Many  of  our  important  indus- 
tries are  vitally  dependent  upon  imported  raw 
materials  or  ores.  To  cut  ourselves  off  from 
all  foreign  importations  would  play  havoc 
with  our  economic  processes  and  our  ordinary 
ways  of  living. 

True  enough,  assert  the  apostles  of  economic 
nationalism,  the  United  States  must  import 
certain  necessary  commodities  which  cannot 
be  produced  here;  nevertheless,  these  are  of 
small  importance.  It  will  not  do,  they  con- 
tend, to  exaggerate  the  importance  of  our  for- 
eign trade,  which  in  normal  times  averages 
not  more  than  10  percent,  and  in  times  of 
shrunken  trade  like  the  present  probably  not 
more  than  7  percent,  of  our  total  production. 
Hence  the  conclusion  is  reached  that  foreign 
trade  could  be  practically  eliminated  without 


uiiv  serious  cost  or  violent  dislocation  of  our 
economic  structure. 

But  averages  here  convey  a  very  misleading 
Impression.  Many  of  our  strongest  industries 
;irc  those  in  which,  because  of  climate,  soil, 
natural  resources,  efficiency  of  labor,  or  other- 
wise, we  can  produce  goods  better  or  cheaper 
than  any  other  nation;  and  because,  as  to 
these  goods,  we  can  undersell  all  competitors 
in  the  markets  of  other  countries,  it  is  natural 
that  we  should  build  up  with  respect  to  them 
m  important  export  trade.  These  are,  gen- 
?rally  speaking,  the  industries  in  which 
American  labor  can  produce  most  efficiently. 
Io  cut  away  foreign  markets  from  such  indus- 
tries or  occupations  is  to  strike  a  body  blow 
it  our  strongest  and  most  rewarding  forms  of 
production. 

Thus  we  normally  export  about  three-fifths 
Df  our  cotton.  If  we  were  stripped  of  our 
cotton  markets  abroad,  whole  sections  of  the 
South  would  face  economic  disaster.  Simi- 
larly, we  export  normally  almost  20  percent 
:>f  our  wheat;  about  a  third  of  our  tobacco; 
lbout  a  third  of  our  packing-house  lard;  al- 
nost  half  of  our  dried  fruits.  To  prevent 
:he  sale  of  these  surpluses  abroad  would  not 
3nly  spread  ruin  among  large  agricultural 
sections  of  the  country,  but  would  deprive 
:hem  of  their  customary  purchasing  power 
ind  hence  spread  injury  among  manufactur- 
ers not  directly  dependent  upon  export  trade 
throughout  the  country.  It  would  mean  turn- 
ng  more  than  40,000,000  acres  of  average  farm 
and  back  to  weeds  and  forest.  It  would 
:nean  throwing  a  farm  population  of  over 
5,000,000  people  and  an  industrial  population 
)f  some  7,500,000  into  forced  idleness  and  de- 
Driving  them  of  occupation  at  the  very  time 
ivhen  the  Nation  is  spending  millions  and  mil- 
ions  of  dollars  to  reduce  unemployment.  It 
ivould  mean  retiring  some  3  billion  dollars' 
vorth    of    agricultural    land    and    rendering 


worthless  some  9  billion  dollars'  worth  of  in- 
dustrial fixed  assets. 

In  pure  theory  it  is  quite  conceivable  that 
the  United  States  might  make  itself  over  into 
a  self-contained  nation,  neither  buying  nor 
selling  outside  its  own  borders.  We  could 
conceivably  find  a  way  to  do  without  the  10,- 
000  or  more  varieties  of  goods  which  we  are 
now  importing  and  curtail  the  production  of 
the  12,000  odd  varieties  of  goods  that  we  are 
now  exporting.  But,  as  this  brief  analysis 
shows,  this  could  be  achieved  only  at  an  enor- 
mous cost  of  human  and  capital  sacrifice.  The 
period  of  readjustment  would  be  long  and  the 
human  suffering  intense.  Unemployment  dur- 
ing such  a  period  would  undoubtedly  surpass1 
anything  we  have  ever  experienced,  our  stand- 
ard of  living  would  necessarily  fall,  and  our 
American  institutions  and  form  of  life  would 
be  placed  in  the  gravest  jeopardy. 

The  cost  of  economic  nationalism  is  not  a 
matter  of  idle  speculation.  Economic  nation- 
alism is  not  a  mere  dream,  but  a  dreadful 
reality.  International  trade  is  already  being1 
strangled  in  its  grip.  The  economic  life  of 
entire  nations  is  being  sapped  by  it.  In  the 
light  of  cold  fact  and  actual  experience  we  can 
count  something  of  its  cost. 

Take,  for  example,  such  commodities  as 
pork  products  and  wheat,  in  which  the  United  ^ 
States  is  particularly  interested.  Normally  we; 
export  large  quantities  of  these;  in  the  past 
we  have  been  supplying  substantial  amounts  to 
Germany.  But  of  late  her  program  of  eco- 
nomic  nationalism  has  driven  Germany  to  en- 
large her  own  production  of  lard.  In  1926  we 
exported  to  Germany  some  200  million  pounds 
of  lard.  Last  year,  as  a  result  of  her  encour- 
agement of  domestic  production,  we  exported 
only  half  of  that  amount.  Today  we  are  ex- 
porting almost  none.  Economic  nationalism 
has  triumphed.  But  mark  the  cost !  The  re- 
tail price  of  lard  today  in  Germany  is  fixed 
at  32.8  cents  a  pound,  which  is  more  than  dou- 


tie  the  price  at  which  Germany  could  purchase 
lard  from  us — the  difference  being  maintained 
Hhro'ugh  duties,  price-equalization  fees,  and 
foreign-exchange  restrictions.  Our  own  la- 
borers are  being  deprived  of  normal  employ- 
ment, and  German  consumers,  rich  and  poor, 
all  over  the  country,  are  being  forced  to  pay 
double  for  every  pound  of  lard  they  use. 
Since  last  year  Germany  imported,  roughly, 
100  million  pounds  of  lard,  for  which  German 
consumers  had  to  pay  15  cents  a  pound  more 
than  they  would  were  trade  reopened;  it  is 
evident  that  the  direct  additional  cost  of  lard 
imports  to  the  German  people  amounted  to 
some  $15,000,000.  But  this  tells  only  part  of 
the  story.  Germany's  domestic  production  is 
probably  about  five  times  the  amount  of  her 
imports.  Consequently  she  has  gained  self- 
sufficiency  at  the  cost  of  doubling  the  price  to 
her  consumers  not  only  of  her  imports  but  of 
her  total  domestic  production.  Since  the  dou- 
bled price  of  lard  necessitates  a  corresponding 
doubled  price  of  hogs,  it  is  apparent  that  the 
cost  of  this  phase  of  economic  nationalism 
with  respect  to  pork  products  runs  in  figures 
well  beyond  $100,000,000.  The  result  is  an 
actual  lessening  of  her  national  income;  and 
necessarily  this  must  result  in  a  decrease  in 
the  standard  of  living  of  her  people.  At  the 
same  time,  by  reducing  her  imports  she  has 
closed  American  markets  to  thousands  of  her 
own  workers  who  produced  for  her  foreign 
trade. 

Wheat  furnishes  another  interesting  ex- 
ample of  the  dollars-and-cents  cost  of  economic 
nationalism.  Western  Europe,  needing  heavy 
supplies  of  wheat  for  its  cities  and  industrial 
regions,  normally  imported  some  600  million 
bushels,  of  which  the  United  States  normally 
furnished  between  100  and  200  million  bushels. 
But,  as  a  result  of  the  drive  of  economic  na- 
tionalism in  France,  Italy,  and  Germany,  do- 
mestic production  has  been  increased  by  some 
200  million  bushels  beyond  that  grown  in  1927. 
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Today  the  price  of  wheat  in  Germany  is  about 
$2.20  a  bushel.  In  France,  due  to  legal  re- 
quirements that  45  percent  of  milled  wheat 
must  be  composed  of  domestic  wheat  grown  ir 
1932  and  1933  for  which  the  price  is  fixed 
at  $2.35  a  bushel,  and  due  to  fixed  prices  foi, 
other  wheat,  consumers  must  pay  an  average! 
of  over  $1.80  for  their  wheat.  In  other  words: 
instead  of  paying  a  dollar  a  bushel  for  the! 
500  million  bushels  of  wheat  produced  id 
France  and  Germany,  consumers  in  these  two 
countries  must  pay  a  price  which  averages  al-1 
most  $2  a  bushel.  Economic  nationalism  in 
European  wheat  production  means  that  con- 
sumers in  these  countries  are  paying  half  a 
billion  dollars  a  year  more  than  they  would 
have  to  pay  were  the  self-sufficiency  program 
abandoned.  Yet  countries  once  in  the  grip  of 
economic  nationalism  cannot  stop  to  count 
costs.  Last  January  the  French  Government 
actually  authorized  the  export  of  about  4  mil- 
lion bushels  of  wheat  with  an  export  bounty 
of  $1.26  a  bushel,  which  had  to  be  given  toi 
make  it  possible  to  sell  French  wheat  at  world 
prices. 

It  is  needless  to  multiply  examples.  Eco- 
nomic nationalism  may  be  a  pretty  theory,  but 
its  actual  cost  is  shocking  almost  beyond  be- 
lief. It  is  depressing  further  and  further  the 
standard  of  living  of  millions  of  human  be- 
ings. It  is  spreading  its  sinister  influence 
into  every  country  of  the  world. 

Our  own  country  is  not  free  from  ife  grip 
and  from  its  folly.  Thus  far  economic  neces- 
sity fortunately  has  not  compelled  us  to  resort 
to  the  latest  drastic  forms  of  economic  na- 
tionalism, such  as  quota  restrictions,  exchange 
control,  import  and  export  licenses,  Govern- 
ment monopolies,  and  the  like.  Nevertheless, 
in  the  extreme  high-protectionist  legislation  to 
which  we  resorted  in  the  period  following  the 
war  and  which  is  still  in  force,  we  have  been 
guilty  of  a  gross  form  of  economic  national- 
ism.   The  Hawley-Smoot  tariff  was  one  of  the 


Oftuses — and  not  the  least  substantial  one — 
which  fostered  the  spread  of  economic  nation- 
alism throughout  the  world.  One  could  cite 
instances  of  existing  American  tariff  rates  pro- 
I'liml  by  industries  whoso  entire  net  revenues 
ure  loss  than  half  of  the  increased  cost  which 
Ipnsumers  arc  forced  to  pay  by  reason  of  the 
laiitl'.  In  the  case  of  sugar,  the  annual  gross 
value  of  the  sugar  crop  to  American  beet  and 
•a no  growers  is  approximately  $60,000,000. 
Vet  a  tariff  was  levied,  mostly  to  protect  this 
f60.000.000  crop,  which  cost  our  consuming 
public  every  year  more  than  $200,000,000  to 
ifford  this  protection.  Protective  tariffs, 
ihatever  may  be  said  in  their  favor,  are  costly 
institutions. 

For  instance,  the  United  States  now  exports 
ptomobiles  worth  about  $200,000,000;  and 
probably  half  of  these  are  shipped  to  coun- 
tries having  at  least  a  35-percent  import  duty. 
Sot  only  do  the  consumers  in  these  importing 
countries  have  to  pay  from  $25,000,000  to 
^50,000.000  more  than  is  necessary  for  the  au- 
;omobiles  which  they  import,  but  the  true 
neasure  of  the  increased  cost  to  them  is  the 
ligher  price  prevailing  for  their  entire  domes- 
:ic  production.  During  the  5  years  ending 
vith  1933  the  principal  countries  of  Europe 
produced  600,000  cars  annually,  at  a  cost  which 
iveraged  probably  $200  a  car  above  American 
josts.  This  indicates  a  total  excess  in  costs 
:o  European  consumers  of  more  than  $100,- 
)00,000.  It  is  true  that  tariff  payments  are 
lot  lost,  since  they  are  paid  into  the  national 
;reasuries.  But  such  tariff  rates  as  these  are 
evied»not  for  revenue  but  for  "protection"; 
their  baneful  effect  is  to  increase  the  general 
!ost  of  living  and  afford  opportunities  for 
nonopoly  profits  to  the  favored  few. 

In  the  cost  of  substitute  materials  the  pres- 
ent drive  toward  economic  nationalism  is  also 
encouraging  ruinous  extravagances.  Strenuous 
efforts  are  being  made  by  many  countries  to 
ind   substitutes,   for  instance,   for   petroleum 


and  its  products.  In  the  effort  to  lessen  de- 
pendence upon  imports,  far  more  costly  sub- 
stitutes are  being  used  or  developed  for  motoi 
fuel.  Such  substitutes  include  alcohol  pro- 
duced from  potatoes  and  cellulose  and  to 
be  mixed  with  gasoline;  benzol,  a  by-produclj 
of  the  coal-tar  industry;  synthetic  gasolimj 
produced  from  lignite  and  other  coal;  me- 
thane, which  necessitates  the  use  of  heavj 
high-pressure  metal  containers;  butane  anc; 
propane,  which  have  to  be  used  under  pres-l 
sure ;  and  charcoal  gasoline,  which  is  extremely 
bulky.  In  one  country  the  price  of  motor  fuel 
is  said  to  be  four  times  the  price  for  which 
it  could  be  imported.  Similarly,  in  this  coun- 
try, extreme  economic  nationalists  offer  count- 
less suggestions  for  substitute  materials  to  elim-; 
inate  the  need  of  all  imports,  such  as  syn- 
thetic rubber  in  place  of  natural  rubber,  cot- 
ton in  place  of  jute  burlaps,  glass  in  place  of 
tin  containers,  and  the  like.  But  all  of  these 
entail  costs  which  substantially  elevate  the 
price — if  the  costs  are  not,  in  fact,  entirely 
prohibitive. 

As  one  computes  the  actual  cost  of  economic 
nationalism  to  individual  countries,  one  be- 
comes more  and  more  impressed  with  the  reali- 
zation that,  whatever  the  arguments  for  it 
may  be,  however  attractive  the  first  steps  may 
appear  as  a  method  of  protecting  and  stimu-, 
lating  home  industries,  the  strict  adherence  to 
a  policy  of  economic  nationalism  is  a  luxury: 
which  from  purely  financial  considerations  nc 
nation  can  afford.  In  the  initial  stages  the 
cost  appears  in  such  covert  forms  that  few  no- 
tice the  effect  in  the  reduced  total  national 
income.  But  as  the  drive  for  economic  self- 
sufficiency  increases  in  intensity,  the  costs 
mount  in  geometric  proportion ;  and  sooner  or 
later  a  time  must  come  when  the  national  in- 
come is  far  surpassed  by  the  national  outgo. 
No  nation  is  rich  enough  to  support  indefi- 
nitely a  system  of  strict  economic  nationalism, 


no  matter  how  theoretically  desirable  such  a 
system  may  be  made  to  appear. 

Thus  far  1  have  spoken  of  such  costs  as  may 
fag  observed  and  measured  today  in  the  actual 
experience  of  nations.  May  I,  in  closing,  sug- 
gest a  far  more  terrible  cost  if  the  drive  toward 
aconomic  nationalism  continues  unchecked? 

Economic  nationalism  means  the  erection  of 
ver-sliifting  and  harassing  trade  barriers;  it 
spells  the  throttling  of  international  trade;  it 
necessitates  by  its  very  nature  the  shifting  of 
customary  trade  channels,  and  that  means  in- 
jurious repercussions  in  other  nations.  It 
means  inescapably  the  loss  of  ability  to  sell 
surpluses  on  which  national  income  depends, 
ind  consequently  results  in  wide-spread  unem- 
ployment and  suffering.  It  means,  in  the 
competitive  effort  to  sell  such  surpluses,  nation 
striking  against  nation  with  injurious  eco- 
lomic  weapons.  It  means  growing  hostility, 
nisunderstanding,  retaliations,  economic  con- 
vict. Economic  conflict  is  the  precursor  of 
tfar. 

Surely,  if  there  is  one  thought  in  which 
ve  all  agree,  it  is  that  no  course  must  be  en- 
ered  into,  no  policy  must  be  followed,  which 
Irives  us  down  the  fatal  pathway  toward  war. 
Either  our  civilization  must  find  a  way  to 
ibolish  war,  or  perish. 

Economic  nationalism  offers  no  promise  of 
acting  peace.  It  is  the  way  of  conflict.  And 
is  such  our  Nation,  and  indeed  our  civilization, 
:annot  afford  to  give  it  tolerance.  We  must 
«ek  to  liberalize  and  to  increase  mutually 
)rofitable  foreign  trade.  Our  civilization  de- 
uands  it.  There  can  be  no  other  sound  Ameri- 
can foreign  commercial  policy. 
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RESTORATION  OF 
INTERNATIONAL  TRADE 

INDISPENSABLE  TO  DOMESTIC  WELFARE1 

To  the  wide-awake  person,  Foreign  Trade 
Week  is  of  large  significance.  I  am  proud  to  be 
one  of  the  tens  of  thousands  who  in  this  week 
are  coming  together  from  coast  to  coast  in  an 
snthusiastic  support  of  the  effort,  through  the 
reciprocal  trade-agreements  program,  to  re- 
store our  foreign  trade. 

The  commercial  world  today  is  a  network  of 
artificial  and  arbitrary  trade  discriminations 
and  obstructions.  Some  $22,000,000,000  of  in- 
ternational trade  has  been  destroyed.  Tens  of 
millions  of  wage-earners  have  been  made  idle. 
Commercial  strife  and  retaliation  render  im- 
possible that  degree  of  understanding,  friend- 
ship, and  neighborly  spirit  on  which  all  normal 
and  necessary  international  relationships  must 
rest.  So  long  as  a  large  part  of  the  population 
of  the  various  nations  of  the  world  is  suffering 
severely  for  lack  of  adequate  food  or  clothing 
or  shelter,  or  the  comforts  necessary  for  reason- 
able contentment,  progress  in  the  ways  of  peace, 
or  political  stability,  or  disarmament,  will  be 
exceedingly  difficult,  while  the  sanctity  of 
treaties  and  international  contracts  will  be 
jeopardized,  as  recent  years  of  experience  have 
so  clearly  demonstrated. 

The  development  of  extreme  economic  na- 
tionalism is,  in  my  judgment,  the  greatest  curse 
of  this  age.  It  was  the  motivating  force  behind 
the  efforts  of  every  country  during  past  years  to 
seek  self-sufficiency  as  the  policy  best  suited  to 


1  Radio  address  delivered  by  the  Honorable  Cor- 
dell  Hull,  Secretary  of  State,  over  the  network  of  the 
National  Broadcasting  Co.,  Wednesday,  May  22,  1935, 
at  4  p.m.,  on  the  occasion  of  National  Maritime  Day 
and  Foreign  Trade  Week. 
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the  requirements  of  each.  In  the  practical  si^ 
nificance  of  the  term,  we  are  all  nationalists  i 
the  sense  that  we  are  all  equally  desirous  c! 
promoting  the  national  welfare.  Sensible  m 
tionalism  contemplates  sane  and  practical  ii 
ternational  relationships  as  a  necessary  mear 
of  promoting  the  national  welfare.  On  th 
other  hand,  it  was  overassertive  nationalisn 
which  induced  nations  to  reach  out  to  acquiri 
further  territorial  and  commercial  advantage 
to  glorify  their  strength  and  satisfy  thei 
pride  of  empire,  that  brought  on  the  war. 

When  hostilities  ceased,  what  the  worL 
needed,  second  only  to  peace,  was,  not  the  in 
tensification  of  nationalist  hostility,  but  inter 
national  cooperation  within  the  limits  o 
national  traditions  and  constitutions,  and  th 
greatest  possible  volume  of  international  trade 
For  central  and  eastern  Europe,  divided  int< 
states  whose  size,  position,  and  resources  mad 
them  economically  dependent  upon  one  anothe 
and  whose  boundaries  cut  across  the  establishe< 
channels  of  commerce,  and  for  raw  materia 
iand  food  producing  nations  in  other  parts  o 
ithe  world,  international  trade  was  essential  t< 
bxistence.  Moreover,  between  all  nations  anc 
|vithin  all  nations  the  war  had  created  un 
balanced  and  utterly  dislocated  financial  anc 
economic  conditions.  What  was  needed  t< 
assist  in  their  correction  was  international 
trade.  Instead  of  this,  however,  the  commer 
cial  and  financial  policies  of  the  post-wa; 
period  led  to  the  world-wide  depression. 

Today  the  whole  world  stands  on  the  thresh- 
old of  a  great  industrial  and  commercial  re 
vival.  We  have  reached  a  point  at  which  then 
is  a  firm  technological  basis  for  a  strong  sub- 
stantial recovery  in  the  heavy  capital  goods  in- 
dustries. The  modern  economic  system,  with 
its  vast  capital  equipment,  cannot  pass  through 
6  years  of  intense  depression  without  develop- 
ing an  immense  volume  of  obsolescence,  depre- 
ciation, and  needed  repairs  and  replacements. 
The  stress  of  hard  times  has  brought  forth  an 


opmense  volume  of  cost-reducing  improve- 
ments requiring  large  capital  outlays.  In  addi- 
ion,  the  inventive  spirit  is  not  drnd;  new 
Koducts  and  new  processes  are  under  way. 
Ending  as  we  do  on  the  threshold  of  this 
idvance,  it  will  nevertheless  at  once  be  evident 
o  any  clear-sighted  person  that  the  terrain 
ihead  will  not  easily  be  reached.  In  order  to 
nake  progress  we  are  compelled  to  remove  the 
Aptacles  that  stand  in  the  way— to  rebuild  the 
ttonomic  foundations  and  structures  shattered 
ind  broken  by  the  devastating  depression. 

No  sensible  person  who  has  the  slightest  in- 
light  into  the  current  economic  situation  can 
!ail  to  realize  that  the  international  chaos  in 
production,  exchange,  and  distribution  in 
vhich  we  now  find  ourselves  is  the  most  serious 
angle  obstacle  which  the  world  faces.  The 
)reak-down  of  international  monetary  stabil- 
ty,  the  utter  dislocation  of  the  international 
Drice  structure,  the  trade  jam,  the  damming-up 
>f  surpluses,  the  artificial  canalizing  of  trade 
jy  short-sighted  preferential  arrangements  at 
ivhich  nations  have  clutched  like  drowning 
nen  in  a  desperate  effort  to  survive,  the  de- 
struction of  equal  trade  opportunity  in  fair 
nternational  competition,  the  effort  on  every 
land  to  choke  off  every  possible  driblet  of  im- 
Dorts  and,  at  the  same  time,  to  push  exports  by 
subsidies,  dumping,  and  other  artificial  de- 
rices — it  is  of  this  stuff  that  the  blockade  is 
srected  which  holds  in  check  the  advance 
toward  economic  prosperity.  There  are  those 
who  tell  us  that  the  way  out  of  this  iinpasse  is 
to  take  over  a  complete  regimentation  of  for- 
eign trade;  to  control  rigorously  every  allot- 
ment of  foreign  exchange;  to  impose  definite 
quotas  on  every  item  imported;  and  to  limit 
trade  more  and  more  to  bargaining  and  barter- 
ing transactions.  Of  one  thing  we  can  be  cer- 
tain :  any  turning  away  from  open  channels  of 
trade,  or  from  the  functioning  of  the  price 
system  under  a  system  of  stable  exchanges,  will 
make  even  the  present  low  level  of  world  trade 


seem  large  in  comparison.  Foreign  trade  can- 
not flourish  by  such  methods.  What  we  neec 
is  more  freedom  of  enterprise  so  that  indi- 
vidual tradesmen  may  again  have  the  oppor- 
tunity to  hunt  out  the  new  openings  and  out- 
lets for  their  merchandise  wherever  markets 
are  available.  No  governmental  bureaucracy, 
under  a  closely  regimented  foreign  trade,  could 
do  other  than  to  engage  in  small  driblets  of  ex- 
change of  goods,  in  contrast  to  the  ceaseless 
energy  of  hundreds  of  thousands  of  merchants 
operating  under  an  international  price  and! 
monetary  structure  with  equal  opportunity  for] 
trade  and  commerce. 

What  I  have  said  does  not  imply  a  policy  of 
governmental  negation  in  economic  affairs. 
We  must  of  course  expect  and  support  some 
measure  of  collaboration  and  control  by  inter- 
national agreement  to  facilitate  the  disposal 
and  orderly  marketing  of  accumulated  raw  ma- 
terial and  foodstuff  surpluses.  Likewise,  some 
measure  of  governmental  regulation  of  many 
phases  of  economic  life  is,  under  modern  con-| 
ditions,  indispensable. 

The  exchange  of  goods  between  agricultural; 
countries  and  industrial  countries  has  suffered 
a  terrific  decline  in  the  last  few  years.  Before 
the  depression,  the  six  leading  European  indus- 
trial countries  enjoyed  25.3  billion  dollars  of 
trade,  and  this  declined  to  9.5  billion  dollars  in 
1933.  Similarly,  six  of  the  leading  agricul-; 
tural  countries  have  suffered  a  loss  of  trade 
from  9.5  billion  dollars  to  3.2  billion  dollars. 
Our  own  trade,  both  industrial  and  agricul- 
tural in  character,  declined  from  9.6  billions  to 
3.7  billions  last  year.  The  industrial  countries 
have  been  compelled  to  substitute  inferior  raw 
materials,  to  make  expensive  synthetic  prod- 
ucts at  high  cost,  to  pay  threefold  or  fourfold 
prices  for  food  and  other  agricultural  com- 
modities. How  long  will  the  countries  of  the 
world  pursue  this  wholly  uneconomic  and 
ruinous  policy?     How  long  will  it  take  us  to 


realize  that  it  is  necessary  to  stop  the  restrictive 
policy  and  develop  instead  a  larger  volume  of 
purchasing  power,  opening  up  markets  for  sur- 
plus product-  1 

We  have  seen  the  drift  of  country  after  coun- 
try into  a  scheme  of  close  regimentation  of  for- 
eign trade.  Still  others  will  be  drawn  into 
these  narrow  restrictive  policies,  unless  nations 
cooperate  to  restore  the  international  price  and 
commercial  system.  We  have  seen  how,  in  this 
drift,  the  quantity  of  foreign  trade  has  de- 
clined. Let  it  be  said,  in  explanation  of  their 
action,  that  the  countries  which  have  moved  in 
this  direction  have  done  so  for  the  most  part 
under  the  stress  of  difficult  and  intolerable  con- 
ditions. They  have  sought  by  means  of  these 
makeshifts  to  secure  a  breathing  spell.  What 
is  incomprehensible  is  that  persons  in  this  coun- 
try, with  the  greater  freedom  which  we  possess, 
should  deliberately  choose  to  advocate  so  disas- 
trous a  policy.  The  countries  which  have 
moved  in  the  direction  of  close  regimentation 
of  foreign  trade  have  time  and  again  made  it 
clear  that  the  policy  they  are  following  is  one 
of  desperation,  and  that  at  the  earliest  possible 
moment  they  desire  to  pursue  saner  economic 
relations. 

Confronted  with  these  conditions,  this  coun- 
try has  embarked  upon  a  trade-agreements  pro- 
gram which  has  elicited  splendid  response  from 
the  nations  of  the  world.  This  program  means 
that  we  refuse  to  accept  the  defeatist  attitude 
that  says  nothing  can  be  done  except  to  follow 
the  countries  hardest  pressed  into  a  scheme  of 
foreign-trade  regimentation.  The  defeatist 
position  assumes  that  it  is  hopeless  to  increase 
our  imports  without  destroying  our  domestic 
industries.  The  advocates  of  this  position  fail 
to  realize  what  can  be  achieved  by  a  scientific 
approach  toward  our  tariff  problem.  We  get 
a  wholly  wrong  picture  of  our  imports  by 
thinking  of  them  only  in  large  categories. 
When  we  think  of  tariff  readjustment  we  must 
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not  think  in  terms  of  textiles  as  a  whole,  of 
chemicals  as  a  whole,  or  steel  products  as  a 
whole,  or  any  of  the  other  large  categories  of 
products.  Our  imports  consist  of  thousands 
and  thousands  of  special  varieties  of  products. 
A  close  examination  of  each  of  these  thousands 
of  commodities  has  already  demonstrated,  in 
the  careful  study  that  has  been  made  by  our 
trade-agreements  committees,  that  it  is  per- 
fectly possible  for  this  and  other  countries  to 
make  simultaneously  a  careful  revision  of  their 
respective  tariffs  which  will  permit  a  large  ex- 
pansion of  mutually  profitable  trade.  The  per- 
son who  attacks  this  problem  by  broad  cate- 
gories misses  the  whole  point.  What  is  neces- 
sary is  the  careful  study,  item  by  item,  of  every 
special  classification.  When  this  detailed  ap- 
proach is  made  toward  the  tariff,  it  will  be 
seen  that  this  country  is  in  a  position  to  make 
substantial  trade  agreements  with  foreign 
countries  which  will  make  possible  an  immense 
increase  in  our  foreign  trade,  to  our  national 
advantage.  Only  in  this  way  can  we  develop 
a  foreign  market  for  our  agricultural  and  in-' 
dustrial  products.  It  is  feasible  by  this  method 
to  expand  our  total  trade  by  several  billions  of 
dollars.  I  need  only  to  call  your  attention  to 
the  fact  that  in  1929  our  imports  of  dutiable 
commodities  were  about  1,500  million  dollars; 
last  year  our  imports  of  dutiable  goods  were 
only  650  million  dollars.  We  cannot  restore  on 
any  sound  basis  the  export  markets  for  our  , 
agricultural  and  industrial  surpluses  unless  we 
increase  our  dutiable  imports  to  a  volume  that 
would  make  possible  a  normal  flow  of  export 
trade.  We  should  set  as  our  immediate  objec- 
tive the  expansion  of  foreign  trade  to  at  least 
the  volume  of  foreign  trade  which  we  had  in 
the  predepression  period.  Contrasted  with  our 
present  low  level  of  imports  of  1,655  million, 
our  imports  in  1929  were  4,400  million  dollars. 
By  seeking  an  appropriate  balance  of  imports 
and  exports,  service  items  included,  this  trade 
would  be  placed  on  a  sound  financial  basis. 


This  expansion  of  foreign  trade,  by  opening 
up  new  markets  and  developing  purchasing 
power,  not  only  will  win  us  a  marked  expan- 
sion in  quantity  of  exports  and  of  total  output, 
but  is  also  the  only  means  by  which  a  sound 
balance  can  be  secured  both  in  our  internal  and 
in  the  international  price  structure.  The  ex- 
pansion of  markets  and  the  development  of 
purchasing  power  means  price  advances  erected 
not  on  artificial  stilts  but  on  the  solid  basis  of 
purchasing  power  based  on  productive  activity 
and  the  mutually  profitable  exchange  of  goods. 

It  is  of  utmost  importance  that  the  current 
artificial  trends  in  foreign  commercial  policy 
be  reversed.  To  reach  this  end  requires  an  ad- 
vance on  many  fronts.  An  effort  must  be  made 
simultaneously  to  achieve  an  improved  price- 
and-cost  relationship  in  the  several  domestic 
economies,  to  reestablish  equilibrium  in  the  in- 
ternational price  structure,  to  secure  currency 
and  exchange  stability,  and  to  remove,  step  by 
step,  the  current  close  regulations  of  foreign 
trade  in  the  form  of  quota  restrictions,  import 
licenses,  exchange  control,  and  clearing  and 
compensation  agreements. 

At  this  juncture  in  world  affairs,  it  is  most 
urgent  to  press  forward  with  trade  agree- 
ments, to  open  up  international  markets  and 
thereby  improve  the  general  international 
price  situation,  and  to  bring  the  price  levels 
of  the  various  countries  into  closer  relation  with 
each  other. 

Our  trade-agreements  program  is  being 
pushed  forward  as  rapidly  as  is  consistent  with 
careful  and  thorough -going  work.  Not  only 
is  this  program  designed  to  bring  about  an  ex- 
pansion of  foreign  trade,  but,  carried  forward 
as  it  is  under  the  most-favored-nation  prin- 
ciple, it  is  a  powerful  means  of  securing  the 
reestablishment  of  fair  competitive  methods,  of 
removing  trade  discriminations,  and  of  reestab- 
lishing international  good  will  in  commercial 
relations.  There  are  those  who  mistakenly  be- 
lieve that  the  policy  of  extending  the  conces- 
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sions  which  we  make  in  our  trade  agreements  I 
to  countries  which  accord  our  commerce  equita- 
ble and  fair  treatment  is  more  hurtful  than 
helpful  to  our  own  national  interests.    These 
people  forget  that,  were  we  to  abandon  the 
most-favored-nation  policy,  we  would  at  once*, 
stand  to  lose  the  benefits  of  the  most-favored- 
nation  rates  which  most  foreign  countries  now 
accord  us.    The  abandonment  of  this  principle  | 
would    at   once   mean   a   tremendous   loss  to 
American  exports.    It  is  a  wholly  mistaken  no-  i 
tion  that  the  pursuit  of  this  policy  is  an  act  of  : 
pure  generosity  on  the  part  of  this  country.    In 
return  for  most-favored-nation  treatment  wej 
get  the  benefit  of  most-favored-nation  treat- 
ment.   It  is  not  true  that  we  get  nothing  in  re- 
turn.   The  moment  this  policy  were  abandoned, 
fresh  obstacles  would  arise  all  around  against 
American  exports,  at  a  staggering  loss  to  our 
industries. 

We  have  thus  far  completed  four  trade  agree- 
ments, and  are  now  negotiating  agreements 
with  14  additional  countries.  The  list  includes ; 
many  of  our  leading  suppliers  and  many  of  our 
best  customers.  The  countries  with  which  we;- 
have  completed  negotiations  and  with  which 
negotiations  are  in  progress  cover  42  percent 
of  our  total  foreign  trade.  Our  negotiations 
reach  out  into  all  parts  of  the  world — North, 
and  South  America,  Europe,  and  some  of  the 
European  possessions  in  Africa  and  Asia.  The ; 
number  of  countries  is  almost  equally  divided 
between  America  and  Europe. 

There  are  many  reasons,  both  in  terms  of 
proximity  and  neighborliness  and  in  terms  of 
distribution  of  natural  resources,  which  point 
toward  a  great  expansion  of  trade  between  the 
countries  of  North  and  South  America.  This 
country  needs  a  great  variety  of  the  tropical 
products  produced  in  the  Latin-American 
countries,  and  these  countries  in  turn  stand  in 
great  need  of  our  highly  developed  industrial 
products.     We  are  on  the  eve  of  a  genuine  re- 


ooverv    in    mutually    profitable   exchange  of 

goods  on  this  Western  Hemisphere.  A  very 
heartening  advance  is  already  under  way  from 
the  extraordinarily  low  levels  to  which  the 
trade  had  fallen  in  the  depression.  This  de- 
sirable trade  could  be  greatly  expanded  by  the 
conclusion  of  trade  agreements.  The  benefits 
thus  far  received  from  the  Cuban  agreement 
are  highly  gratifying.  This  is  the  first  of  the 
agreements  with  the  countries  on  the  American 
Continent. 

We  are  also  highly  concerned  with  the  ex- 
pansion of  our  trade  in  other  directions.  Our 
trade  with  the  European  countries  is  of  utmost 
significance.  Our  agreement  with  Belgium  is 
the  first  with  this  area,  and  others  are  on  the 
way.  Several  of  these  are  in  an  advanced 
stage  of  negotiation.  It  is  especially  in  this 
area  that  we  must  look  for  a  restoration  of 
our  agricultural  export  market. 

Washington  in  his  day  advised  the  United 
States  to  avoid  entangling  alliances,  but  Wash- 
ington never  advocated  economic  nationalism 
for  his  country.  In  Washington's  time  the  sins 
of  nations  were  almost  wholly  the  sins  of  com- 
mission. A  nation  which  lived  solely  unto 
itself  was  not  a  bad  neighbor.  The  economic 
integration  of  the  world  has  totally  altered  that 
situation.  The  sins  of  omission  today  rank 
equal  with  the  sins  of  commission.  A  nation 
which  now  lives  solely  unto  itself  is  a  drag  on 
civilization,  increases  the  dangers  of  its  own 
position  both  economically  and  politically,  stirs 
up  international  animosities,  and  threatens 
thereby  the  peace  of  the  world.  Economic  iso- 
lation and  self -containment  are  now  the  policies 
of  the  bad  neighbor.  Washington's  advice 
against  entangling  alliances,  in  being  trans- 
lated into  these  terms,  has  been  given  a  mean- 
ing which  he  unquestionably  never  intended 
it  to  have. 

The  world  faces  in  this  crucial  hour  a 
momentous  decision.     It  is  a  choice  between 
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enlightened  liberalism  and  selfish  economic 
nationalism.  It  is  for  us  to  play  our  part  to 
insure  the  development  of  a  stable  and  work- 
able domestic  and  international  structure,  to 
restore  economic  prosperity,  and  to  promote 
international  good  will  and  world  peace. 
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ECONOMIC  NATIONALISM 
AND  ITS  COST1 

The  past  five  yours  have  been  years  of  dis- 
couragement and  suffering.  Prices  have 
Iropped;  factories  have  closed;  farmers  have 
been  unable  to  sell  their  surplus  crops;  trade 
has  sadly  shrunken.  Our  foreign  exports  have 
declined  from  $5,241,000,000  in  1929  to  $2,133,- 
000.000  in  1934,  and.  our  imports  similarly  have 
declined  from  $4,400,000,000  to  $1,655,000,000. 
Manifestly  this  has  spelt  violent  economic  dis- 
location, far-reaching  in  its  scope  and  shatter- 
ing in  its  repercussions. 

It  is  not  surprising  that,  in  the  stress  of  such 
experience,  many  men,  struggling  to  keep  their 
businesses  solvent,  should  be  persuaded  that,  in- 
asmuch as  our  present  suffering  is  evidently  due 
in  large  measure  to  the  break-down  of  interna- 
tional trade  and  the  mechanism  of  exchange, 
the  future  security  of  American  business  must 
lie  in  the  direction  of  self -containment  and  in 
the  avoidance  of  dependence  upon  foreign 
trade.  As  long  as  human  nature  endures,  in- 
ternational conflict  is  certain;  therefore  the 
only  safe  course,  and  the  policy  which  promises 
the  greatest  security  for  the  United  States  in 
the  eyes  of  many,  is  to  withdraw,  so  far  as  pos- 
sible, from  dealings  with  foreign  nations.  A 
strict  policy  of  self-containment  and  economic 
nationalism  will  always  be  of  strong  political 
appeal,  for  it  seems  to  shield  our  home  pro- 
ducers from  the  harassing  effects  of  foreign 
competition;  and  it  will  also  always  be  of 
strong  emotional  appeal,  for  it  means  America 
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for  the  Americans.  Since  the  depression  the 
policy  of  economic  nationalism  is  being  urged, 
not  only  in  this  country  but  throughout  the 
world,  with  a  fervor  and  with  an  insistence  un- 
paralleled in  recent  history.  The  evident  sin- 
cerity and  conviction  of  many  of  its  advocates 
compel  its  earnest  consideration. 

Let  us  not  forget,  however,  that  the  differ- 
ences between  the  advocates  of  economic  self- 
containment  and  those  of  increased  interna-} 
tional  trade  are  to  a  certain  extent  a  matter  of  j 
degree.    £so  one  believes  that  the  people  of  the 
United  States  would  be  content  in  this  day  and 
generation  to  do  without  any  imports  whatso- 
ever.     How  long  would  the  American  people ! 
be  willing  to  go  without  coffee  and  tea,  bananas 
and  chocolate,  and  a  host  of  tropical  products 
which  we  cannot  produce  in  our  own  country  ? 
We  need  rubber  if  we  are  to  continue  making 
automobile  tires.    We  need  tin.    We  need  nickel 
and  manganese  and  tungsten  ore.    We  would 
find  difficulty  in  doing  without  silk  or  jute  or 
innumerable  other  articles  which  I  need  not; 
stop  to  enumerate.     It  is  quite  true  that  the 
value  of  these  very  necessary  imports  is  small 
in  comparison  with  our  total  production.    The 
point  is,  we  cannot  cut  ourselves  off  from  for- 
eign trade  altogether.    We  cannot  be  a  hermit 
nation.     If  the  American  standard  of  living j 
is  to  be  maintained,  we  must  trade. 

All  but  the  most  extreme  of  the  economic; 
nationalists  would  admit  this.  The  real  differ-, 
ence  lies  between  those  who  would  cut  down 
foreign  importations  to  a  minimum,  allowing 
the  entry  only  of  those  goods  which  are  a  vital 
necessity  but  which  we  cannot  produce  at  all, 
and  those  who  would  remove  the  existing  arti- 
ficial trade  barriers  and  hindrances  so  as  to 
allow  international  trade  to  regain  something 
of  the  proportions  which  it  enjoyed  prior  to 
1929.  Between  the  ablest  advocates  of  these 
conflicting  policies  there  is  not  wide  difference 
so  far  as  fundamental  objectives  are  concerned. 
Each  seeks  greater  security  and  stability  for 
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the  business  interests  of  the  country.  Each 
leeks  national  welfare  and  the  protection  of 
home  business  in  the  best  sense  of  the  word. 
It  is  largely  a  difference  in  the  practicability  of 

method. 

In  a  matter  of  such  fundamental  and  pro- 
pound importance  as  this,  mere  theories  will  not 
serve.    We  must  he  hard-headed  ami  practical; 

we  must  get  down  to  realities.  No  matter  how 
Superficially  alluring  may  be  the  economic  na- 
tionalist's program  of  avoiding  trade  disturb- 
ances  and  economic  dislocations  caused  by  for- 
eign situations  and  international  conditions 
over  which  we  have  no  control,  we  cannot  afford 
to  launch  into  such  a  program  without  care- 
fully counting  the  cost. 

Let  me  try  to  make  clear  in  more  concrete 
terms  just  what  I  mean.  Large  sections  of  the 
southern  part  of  the  United  States  possess  a 
soil  and  climate  of  such  a  nature  that  cotton  of 
superior  quality  can  be  grown  there  in  quantity 
probably  more  cheaply  than  in  any  other  coun- 
try in  the  world.  As  a  result,  a  large  portion  of 
our  southern  population  have  devoted  them- 
selves to  growing  cotton,  which  has  always 
found  a  ready  sale  in  the  markets  of  Europe, 
so  that  today  wTe  grow  far  more  than  we  can  use 
at  home.  Even  in  1933,  when  our  foreign  trade 
had  shrunken  to  pitiful  proportions,  we  sold 
abroad  66  percent  of  our  cotton.  If  we  should 
eliminate  these  foreign  markets,  what,  prac- 
tically, would  become  of  the  hundreds  of  thou- 
sands of  cotton  pickers  of  the  South,  who  know 
no  other  employment?  Manifestly  they  could 
not  be  supported  on  idle  cotton  land.  No  one 
has  been  able  to  advance  any  practicable  solu- 
tion, so  far  as  I  know,  for  the  profound  social 
problems  which  would  result  from  the  loss  of 
our  foreign  cotton  markets. 

What  is  true  of  cotton  is  equally  true  in  vary- 
ing degrees  of  other  crops  and  of  other  manu- 
factured products.  In  1933  we  sold  abroad  39 
percent  of  our  leaf  tobacco,  25  percent  of  our 
lard,  25  percent  of  our  prepared  milk,  46  per- 


cent  of  our  dried  fruits,  28  percent  of  our  lubri- 
cating oil,  37  percent  of  our  aircraft  engines 
and  parts,  16  percent  of  all  classes  of  industrial 
machinery  combined,  41  percent  of  our  refined 
copper,  and  71  percent  of  our  rosin. 

In  terms  of  actual  results,  what  would  the 
program  of  the  economic  nationalists  involve? 
In  the  field  of  agriculture,  if  we  should  elimi- 
nate our  foreign  markets,  speaking  in  round 
numbers  we  should  have  to  retire  about 
8,900,000  acres  of  wheat  land,  about  22,800,000  I 
acres  of  cotton  land,  about  665,000  acres  of 
tobacco  land,  about  9,150,000  acres  of  corn  land 
needed  for  raising  hogs,  and  over  7,000,000 
acres  of  land  needed  for  horses  to  work  these 
lands.  In  other  words,  we  would  have  to  retire 
over  40  million  acres  of  average  farm  land  and 
let  it  go  back  to  weeds  and  forest.  This  land 
today  supports  a  farm  population  of  some 
3,200,000  people.  What  are  you  going  to  do 
with  these  human  beings  ? 

In  the  industrial  field,  save  for  the  fact  that 
the  population  is  more  mobile,  an  even  larger 
problem   presents   itself.      Estimates   indicate ' 
that  the  industrial  population  directly  depend-  J 
ent  upon  export  sales  is  more  than  twice  as 
large   as  that  engaged  in  agricultural  work.  ] 
Conservative  estimates  place  it  at  about  7,500,- 
000.     In  all,  a  population  of  probably  over  10,- , 
000,000  people  are  dependent  for  their  subsist- , 
ence  upon  foreign  exports. 

Do  you  see  what  a  strict  program  of  economic  ] 
nationalism  means  when  translated  into  actu- 
alities? 

In  human  suffering  the  cost  would  be  prodi- 
gious. Our  national  economy  has  become 
geared  to  support  millions  of  workers  in  occu- 
pations which  have  come  to  be  dependent  upon 
foreign  markets.  Strip  those  industries  of  their 
foreign  markets  and  you  drive  millions  of 
Americans  out  of  the  only  forms  of  employ- 
ment by  which  many  of  them  can  live. 

In  political  unrest  and  loss  of  individual  in- 
itiative the  cost  would  be  incalculable.    A  pro- 


aram  of  economic  nationalism  is  utterly  de- 
pendent upon  regimentation  and  governmental 
regulation.  The  embargoing  of  all  but  a  small 
selected  list  of  imports  and  the  strict  limitation 
I  exports  means,  inescapably,  Government 
regulation  of  business  and  industry.  Since  the 
program  also  entails  the  shift  of  substantial 
portions  of  the  population  from  industries  and 
K'cupations  in  which  they  are  now  engaged  to 
others  presumably  organized  by  the  Govern- 
ment, the  program  involves  a  strait-jacketing 
.1"  business  and  loss  of  individual  freedom  and 
t  corresponding  assumption  of  dictatorial  pow- 
ers by  the  Government  such  as  seems  utterly  in- 
consistent with  our  American  traditions  and 
beliefs. 

In  lowered  standards  of  living,  economic  na- 
tionalism must  cost  us  dearly.  The  fact  that 
we  have  built  up  substantial  export  markets  in 
certain  commodities  means  that  the  United 
States  can  produce  these  commodities  and  sell 
them  in  world  markets  more  cheaply  than  any 
other  nation.  A  program  which  requires  the 
shift  of  American  labor  from  occupations  de- 
pendent upon  export  markets  to  other  fields' of 
endeavor  means  a  shift  from  those  fields  in 
which  we  can  produce  most  cheaply  into  those 
in  which  we  cannot,  i.  e.,  from  the  more  pro- 
ductive into  the  less  productive  fields.  Such  a 
butting  down  of  our  national  income  means 
inescapably  a  reduced  standard  of  living  for 
'the  producing  groups. 

High-protectionists  have  long  claimed  that, 
since  the  American  scale  of  wages  is  higher 
than  that  of  foreign  countries,  high  protective 
tariffs  are  necessary  for  the  maintenance  of  the 
(American  standard  of  wages.  That  the  Ameri- 
can scale  of  wages  is  higher  than  that  of  most 
other  countries  may  be  readily  admitted.  But 
it  does  not  follow  that  a  lowering  of  the  tariff 
will  depress  the  American  wage  standard.  In 
spite  of  the  cheap  labor  of  such  rice-producing 
countries  as  China  and  Indo-China,  the  United 
States  exports  large  quantities  of  rice  to  Japan. 
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Yet  the  American  wage  rate  in  rice  production 
is  probably  20  times  as  great  as  that  of  the 
Chinese,  our  chief  competitors.  The  explana- 
tion lies  in  the  fact  that  the  American  workei 
produces  many  times  as  much  rice  as  th* 
Chinese  worker.  During  the  highest  tariff  pro- 
tection in  our  history  we  have  had  unprecedent- 
eclly  low  wages  and  unemployment.  Economic 
nationalism,  since  it  restricts  the  foreign  mar- 
kets where  the  efficient  producers  can  sell  their 
goods,  spells  decreased  wages.  In  the  State  of 
New  York,  for  example,  the  decrease  in  ex- 
ports from  1929  to  1932  amounted  to  some 
$708,000,000,  which  meant  jobs  lost  and  lower! 
wages  for  many  thousands  of  workers.  A 
study  of  the  wages  actually  paid  in  36  typical 
industries  on  an  export  basis,  and  therefore 
not  directly  aided  by  protection,  shows  an  aver-i 
age  substantially  higher  than  those  paid  in  36 
typical  industries  enjoying  comparatively  high 
protection.  The  truth  is  that  high  wages  and 
a  high  standard  of  living  are  the  result,  not  of 
a  high  protective  tariff,  but  of  able  manage^ 
ment,  a  high  efficiency  of  labor,  rich  natural 
resources,  and  a  plentiful  supply  of  capital. 

In  the  progressive  deterioration  of  the 
Nation's  economic  structure  and  its  increased 
vulnerability  to  trade  and  industrial  depres- 
sions, the  policy  of  economic  nationalism  must 
cost  us  irreparable  injury.  Particularly  since 
the  war,  protection  has  been  given  to  those 
seeking  it  with  a  blind  liberality  that  assumed/ 
that  it  cost  the  Nation  nothing.  Yet  the  profits 
thus  conferred  upon  the  highly  protected; 
groups  were  given  at  the  expense  of  the  more' 
efficient  exporting  groups  and  the  farming 
population — to  say  nothing  of  the  consumer. 
A  high-tariff  act  is  a  voluntary  relinquishment 
of  world  markets.  For  every  general  high- 
tariff  act,  if  effective,  results  in  lessened  im- 
ports and  therefore  decreased  exports.  Each 
such  enactment  in  general  transfers  wealth 
from  the  highly  efficient  groups  on  an  export 
basis  to  the  less  efficient  ones  unable  to  sell  in 


iorld  markets,  and  to  that  extent  shifts  labor 

Yom    more    productive    into    less    productive 
jhannels. 

I !'.  therefore,  we  are  to  count  the  actual  cost, 
|  we  arc  to  preserve  the  material  welfare  and 
irosperity  of  our  own  country,  we  can  ill  afford 
o  travel  the  pathway  of  economic  nationalism. 

But  the  real  issue  which  we  face  today  goes 
•ven  deeper  than  that.  In  a  world  of  inextri- 
•ably  interlocked  interests  where,  whether  we 
ike  it  or  not,  psychological  reactions  and  eco- 
lomic  repercussions  cannot  possibly  be  re- 
itricted  by  national  boundaries,  it  is  crooked 
jinking  to  limit  our  premises  and  our  judg- 
ments by  merely  national  considerations.  As 
ong  as  our  economic,  our  financial,  and  our  cul- 
ural  life  is  international,  we  cannot  avoid 
Jinking  in  terms  of  international  consequences 
f  we  fearlessly  seek  the  truth.  In  fact,  the 
United  States  cannot  regain  a  stable  or  perma- 
lent  prosperity  until  the  nations  of  the  world 
-egain  economic  equilibrium  and  prosperity. 
Vnd  this  cannot  come  without  a  recovery  of 
vorld  trade.  If  the  United  States  plays  the 
3art  of  a  hermit  nation,  the  recovery  of  world 
,rade  must  be  indefinitely  postponed.  To  do 
so,  the  United  States  must  renounce  its  part  in 
;he  slow  onward  progress  of  civilization. 

Economic  nationalism  constantly  tends  to  en- 
gender international  ill  will  and  hostility. 
Particularly  is  this  true  of  present-day  forms 
ji  economic  nationalism.  The  current  prac- 
:ices  in  world  trade  and  international  finance 
ire  based  primarily  on  special  privilege  and 
irbitrary  favors.  Special  bargaining  arrange- 
ments, arbitrary  allotments  of  quotas,  artificial 
Aversions  of  trade  to  countries  in  return  for 
special  concessions,  allotments  of  markets  to 
favored  sellers,  preferences  granted  in  the  regu- 
lation of  exchange  control — all  these  are  fertile 
soil  for  provoking  international  strife.  Fur- 
thermore, if  national  economic  self-sufficiency 
s  to  be  the  dominant  feature  in  the  civilization 
}f  the  immediate  future,  it  means  a  world  in 


which  national  governments  will  be  undertak 
ing  to  control  and  regulate,  and  sooner  or  late] 
to  take  over  and  operate,  at  least  the  basic  in 
dustries  of  the  country.  Once  we  have  national 
governments  competing  relentlessly,  one 
against  another,  for  the  business  of  the  world 
with  armies  and  navies  at  their  command,  re- 
sorting too  often  to  methods  which  the  court* 
would  not  tolerate  in  private  life,  and  subject 
to  no  legal  restraint,  it  will  mean  a  fresh  era 
of  armament  building.  In  the  last  analysis  eco- 
nomic nationalism  means  fundamental  eco- 
nomic conflict;  and  economic  conflict  is  the 
pathway  to  war. 

The  surest  foundations  for  peace  today  de- 
pend, not  on  a  multiplication  of  security  agree- 
ments and  legal  pacts,  but  on  a  return  of  the 
world  to  economic  sanity.  Economic  national- 
ism blocks  the  way. 

The  United  States  must  fight  the  spread  of 
economic  nationalism  not  alone  because  it  in- 
volves painful  economic  dislocation  and  the 
throwing  out  of  employment  of  millions  oil 
American  workers,  because  it  leads  to  a  de-l 
creased  standard  of  living,  because  it  means 
lower  wages,  because  it  spells  slow  material 
retrogression  in  the  whole  domestic  economy 
of  our  country.  Important  as  these  are,  there 
is  a  more  compelling  reason.  The  cornerstone 
of  American  foreign  policy  is  the  profound' 
desire  for  peace.  Economic  nationalism  makes 
against  world  peace.  That  is  why  the  United; 
States  must  fight  against  the  advance  of  this 
hundred-headed  dragon  of  modern  times  with 
all  the  power  and  all  the  resources  within  its 
command. 
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ADDRESS  AT  THE  CALIFORNIA- 
PACIFIC  INTERNATIONAL 
EXPOSITION  x 

In  these  days,  when  many  nations  and  peo- 
ples are  living  in  fear  and  uncertainty  of 
what  the  future  has  in  store,  this  magnificent 
exposition,  with  its  serenity  and  beauty,  is  in- 
ieed  an  inspiration.  It  stands  for  man's 
ideal:  it  represents  the  goal  for  which  the 
peoples  of  the  earth  are  struggling;  here  we 
5nd  peace  and  beauty;  here  the  arts  and  sci- 
ences are  flourishing;  the  commerce  of  nations 
is  open  for  inspection,  and  our  own  wares  are 
enticingly  displayed.  Friendliness  and  good 
will  to  all  mankind  are  so  much  a  part  of 
:he  atmosphere  that  every  visitor  to  your  ex- 
position feels  the  warmth  and  sincerity  of 
pour  welcome.  You  are  the  magnet  that 
draws  to  the  Pacific  coast  Americans  from 
:ities  and  towns  and  villages  the  country 
Dver,  who,  after  they  have  basked  in  your  sun- 
shine and  in  the  wonders  of  your  exposition, 
will  return  to  their  homes  better  and  wiser 
lien  and  women;  and  the  same  magnet  will 
Iraw  many  visitors  from  foreign  lands. 

Speaking  as  the  representative  of  the  State 
Department,  I  am  particularly  gratified  to 
see  the  contributions  which  the  peoples  of 
Dther  countries  have  made  to  the  exposition. 
Ihe  "  House  of  Pacific  Relations  "  with  its 
15  charming  tiled-roof  bungalows,  following 
the  central  theme  of  Spanish  architecture,  ex- 
presses in  truly  vivid  terms  the  international 
aspect  of  this  great  exposition.     Within  the 
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beautifully  landscaped  court  there  is  thi 
clearly  demonstrated  to  the  world  the  realize! 
tion  that  instant  communication  and  rapi 
transportation  have  wrought  a  profoun 
change  in  international  life  and  that  th 
wealth,  prosperity,  and  happiness  of  all  mj 
tions  are  closely  related  and  interwoven. 

We  have  special  reasons  for  welcoming  th 
official  participation  of  our  nearest  souther 
neighbor.  There  is  much  of  the  artistic  infli 
ence  of  Mexico  in  our  surroundings  here,  a 
there  is  along  the  length  of  our  common  boi 
der  of  2,000  miles.  Not  only  are  there  thesi 
perpetual  reminders  of  Mexico  in  California; 
but  Mexico  has  sent  us,  for  these  commemors 
tive  weeks  of  the  California-Pacific  Interns 
tional  Exposition,  a  superb  exhibit  for  th 
pleasure  of  the  thousands  of  our  visitors.  J 
is  significant  that  our  Federal  Building  a 
this  exposition  is  in  the  Mayan  tradition. 

And  we  further  welcome  the  presence  c 
Mexico  here,  in  order  that  both  countries  ma 
strengthen  and  renew  their  faith  and  conf 
dence  in  each  other,  which  have  made  possibl 
such  important  international  undertakings  i 
the  rectification  of  the  Rio  Grande,  now  pr( 
gressing  rapidly  under  a  treaty  only  2  yeai 
old.  We  have  found  that,  with  mutual  goo 
will,  we  can  solve  all  our  joint  problem; 
That  good  will  must  ever  persist  on  bot< 
sides  of  the  border. 

It  is  indeed  gratifying  to  note  the  actii? 
participation:  of  the  Latin  American  com 
tries.  Unfortunately,  in  the  past  our  rels 
tions  with  some  of  them  have  been  clouded  b 
misunderstanding.  They  have  considered  th 
United  States  unappreciative  of  their  cultur< 
unwilling  to  take  their  goods,  and  unmindfi: 
of  their  sovereignty.  On  its  part  the  Unite 
States,  with  its  historical  roots  in  Europe  an 
its  foreign  trade,  until  comparatively  recently 
of  a  complementary  nature  to  that  of  Europ< 
has  devoted  all  too  little  attention  to  its  re 
lations  with  the  Latin-American  countries. 


The  barriers  to  strong  and  enduring  rela- 
bnships  arc  however,  rapidly  disappearing. 

In  the  cultural  field  our  colleges  and  uni- 
versities are  encouraging  the  study  of  Spanish 
uul  of  Latin-American  history,  literature, 
nusic,  archeology,  sociology;  in  fact,  of  every 
jpect  of  Latin-American  life.  Libraries  are 
idding  new  volumes  to  their  shelves,  and 
nuseums  are  adding  to  their  collections. 

Not  only  are  measures  being  taken  to  aug- 
ment cultural  appreciation  of  Latin-American 
civilization,  but  efforts  are  now  under  way 
:o  free  trade  from  the  restrictions  with  which 
it  has  been  hampered.  At  the  Montevideo 
Conference  in  1933,  a  notable  resolution  was 
unanimously  adopted,  pointing  toward  a  lib- 
eralization of  trade.  Such  a  resolution  would 
scarcely  be  mentioned  in  the  pages  of  history 
were  it  not  followed  by  concrete  measures  to 
achieve  the  desired  end.  I  am  happy  to  re- 
port that  in  this  hemisphere  restrictions  to 
trade  are  waning.  Many  countries  have  re- 
laxed systems  of  exchange  control,  others  have 
reduced  tariff  rates,  especially  on  articles  of 
prime  necessity,  and  it  is  beginning  to  be 
realized  that  the  welfare  of  all  is  promoted 
through  a  freer  interchange  of  goods. 

Even  now  the  nations  of  this  hemisphere 
'are  assembled  in  Argentina  in  a  commercial 
conference.  The  agenda  of  this  conference 
will  treat  such  matters  as  port  facilities,  im- 
provement of  communications,  customs  pro- 
cedure, tourist  facilities,  classification  of  mer- 
chandise, and  simplification  of  regulations  of 
all  kinds.  Although  these  are  technical  sub- 
jects, an  agreement  regarding  them  can  be 
of  great  assistance  in  improving  the  mechan- 
ics by  which  international  trade  is  stimulated. 

The  final  barrier  to  understanding  arises 
out  of  certain  policies  which  were  pursued  by 
the  United  States,  particularly  during  the 
early  years  of  this  century,  the  cumulative 
effect  of  which  was  to  excite  wide-spread  fears 
'of  the  United   States,  and  to  feed  the  sus- 


picion  that  this  country  might  not  be  unwill 
ing  to  disregard  the  rights  of  other  countrie 
in  this  continent. 

I  think  that  there  has  been  no  more  re 
markable  change  in  public  opinion  than  thaJ 
of  Latin  America,  which,  from  an  attitude  I 
suspicion  of  this  country's  motives,  ha,' 
changed  to  one  of  confidence  that  the  Ameri 
can  Government  no  longer  harbors  any  inten 
tion  of  intervention  nor  any  desire  to  contro 
the  destiny  or  internal  policy  of  any  other  na: 
tion.  Such  an  important  shift  in  sentimen 
may  be  attributed  partly  to  the  statement  oj 
the  President,  before  a  meeting  of  the  Wood 
row  Wilson  Foundation,  to  the  effect  that  tht 
policy  of  the  United  States  is  opposed  tc 
armed  intervention.  Whatever  doubts  ma} 
have  lingered  were  removed  by  the  reiteratior 
and  redefinition  of  the  President's  statement 
by  Secretary  Hull  at  the  Montevideo  Confer-i 
ence,  as  well  as  by  the  withdrawal  of  our  ma> 
rines  from  Nicaragua  in  January  1933  and 
from  Haiti  last  September.  I  need  not  men: 
tion  also  that  the  recent  treaty  with  Cuba! 
discarding  the  Piatt  Amendment,  was  framed 
on  the  basis  of  absolute  equality  and  fellow^ 
ship  and  in  genuine  friendship  for  the  Cuban 
people. 

I  should,  however,  like  to  say  a  word  re- 
garding the  tragic  situation  in  the  Chaco  be- 
tween Bolivia  and  Paraguay.  This  Govern^ 
ment  has  always  hoped  that  a  peaceful  solu-j 
tion  of  that  sanguinary  controversy  might  be 
found;  more  than  that,  it  has  earnestly  fok 
lowed  and  wherever  consistent  participated 
in  all  possible  and  practicable  suggestions  to 
settle  this  conflict,  which  has  cost  so  much  in 
human  life  and  in  property.  Within  the  last! 
few  days  the  Governments  of  Bolivia  and 
Paraguay  have  agreed,  at  the  suggestion  of  a 
group  of  American  nations,  including  the 
United  States,  to  enter  into  direct  discussions i 
in  an  effort  to  bring  an  end  to  their  warfare.! 
These  discussions  will  be  held  in  Argentina! 


iii  the  presence  of  representatives  of  the  coun- 
ties which  issued  the  invitation,  and  I  need 
not  assure  this  audience  thai  our  Government 
will  spare  no  effort  to  assist  these  discussions 

to  a  successful  conclusion. 

I  am  naturally  conscious  that  the  outlook 
from  this  side  of  the  continent  is  directed 
more  toward  the  Orient  than  is  the  outlook  of 
some  other  sections  of  our  country,  and  it  is 
therefore  particularly  gratifying  and  appro- 
priate that  we  have  the  privilege  of  viewing 
in  the  "  House  of  Pacific  Relations  "  the  rep- 
resentation of  our  neighbors  in  the  Far  East. 

You  will  recall  that  almost  exactly  a  cen- 
tury and  a  half  ago  the  Empress  of  China, 
a  small  sailing  ship  of  360  tons,  returned  to 
New  York  from  Canton,  China,  thus  inaugu- 
rating between  the  United  States  and  the  Far 
East  a  reciprocal  trade  in  which,  a  few 
decades  later,  American  clipper  ships  wrote 
one  of  the  most  romantic  pages  in  our  history. 
JFrom  the  modest  beginning  of  40  tons  of 
ginseng,  which  comprised  the  total  outbound 
cargo  of  the  Empress  of  China,  and  from  the 
small  lots  of  tea,  chinaware,  and  other  oriental 
products  which  formed  the  homeward  freight, 
has  sprung  that  vast  exchange  of  goods  which 
constitutes  our  present-day  trade  with  the  Far 
East.  This  trade  has  meant  much  to  the 
United  States.  It  has  meant  perhaps  even 
more  to  China,  for  it  has  assisted  materially 
in  the  rapid  strides  which  that  country  has 
made,  and  is  now  making,  toward  moderniza- 
tion. It  has,  above  all,  brought  the  two  coun- 
tries closer  together.  It  has  increased  mutual 
understanding,  and  it  has  operated  toward  ce- 
menting the  firm  friendship  which  has  existed 
between  the  United  States  and  China  since 
the  first  contacts  were  formed  150  years  ago. 

Toward  the  end  of  the  nineteenth  century, 
the  United  States  began  increasingly  to  feel 
the  need  of  foreign  markets;  and  it  is  from 
that  period  that  there  developed  our  present 
deep  interest  in  foreign  trade  with  the  Far 
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East,  particularly  with  Japan,  China,  and  the1 
Philippines.  The  peoples  of  that  vast  area 
have  desired  our  goods  and  we  have  desired 
theirs.  We  have  sent  them  our  cotton,  our 
tobacco,  our  machinery  and  electrical  equip- 
ment, automotive  products,  iron  and  steel, 
lumber,  and  other  products.  We  have  re- 
ceived from  them  in  return  chiefly  raw  prod- 
ucts such  as  silk,  sugar  cane,  jute,  rubber,  tin. 
vegetable  oils,  tea,  and  furs.  We  have  been 
of  service  to  the  Far  East,  and  the  Far  East 
has  been  of  service  to  us.  We  have  been,  and 
I  firmly  believe  we  will  continue  to  be,  "  good! 
neighbors  ". 

Our  formal  relations  with  Japan  had  their 
inception  81  years  ago,  when  Commodore! 
Perry  signed  for  the  United  States  a  treaty! 
with  Japan  which  opened  the  road  to  friendly] 
contact  between  the  two  nations.  Since  that 
impetus  was  given,  the  Japanese  have  indus- 
trialized themselves  with  remarkable  speed 
and  energy. 

During  the  early  stages  of  the  developments 
of  Japanese  trade,  the  United  States  was  en^i 
gaged  in  a  civil  war,  and  therefore  had  little 
opportunity  to  share  in  this  trade.  But  in 
1879  this  country  became  Japan's  largest  cus- 
tomer, a  position  which  she  has  since  retained, 
while  today  Japan  is  our  third  largest  cus- 
tomer— in  fact,  Japan  is  buying  from  us  to- 
day goods  valued  at  almost  double  the  value 
of  our  purchases  from  Japan. 

From  the  beginning  of  this  trade  our  pur- 
chases from  Japan  have  consisted  mainly  ofi 
raw  silk,  silk  textiles,  porcelains,  tea,  and 
other  distinctly  oriental  products.  Our  prin- 
cipal exports  to  Japan  have  been  raw  cotton,1 
mineral  oils,  wheat,  machinery,  and  steel  prod- 
ucts. Thus,  until  recently  the  trade  between 
the  United  States  and  Japan  was  largely  com- 
plementary: the  greater  portion  of  American 
products  imported  into  Japan  comprised  com- 
modities  which   were   not  produced   in   that 


country,  while  we  purchased  goods  which 
■ere  not  directly  competitive  with  American 
goods. 

During  the  pas!  few  years  the  character  of 
our  trade  with  Japan  has  changed  to  sonic  ex- 
tent. This  change  has  come  about  in  conse- 
quence of  the  application  of  scientific  manage- 
ment to  Japanese  industries.  With  the  de- 
velopment of  her  industrial  organization  Ja- 
pan has  been  purchasing  very  greatly  in- 
creased quantities  of  our  cotton.  On  the  other 
hand,  the  value  of  our  imports  of  her  silk 
has  been  substantially  reduced,  due  partly  to 
the  growing  use  of  rayon  and  partly  to  the 
prevailing  low  price  of  silk.  Beyond  these 
two  commodities,  which  together  account  for 
substantially  over  half  of  our  total  trade  with 
Japan,  the  trade  has  retained  approximately 
its  former  relationship.  But  there  are,  from 
time  to  time,  certain  special  types  of  Japanese 
finished  products  which  are  sold  to  the  United 
States  in  increasing  quantities.  There  has  de- 
veloped on  both  sides  competition  in  certain 
items  between  industries  of  the  two  countries, 
and  this  competition,  in  part  because  of  the 
suddenness  with  which  it  has  at  times  made 
itself  felt,  has  caused  disturbances  in  certain 
lines  of  American  industry. 

In  Washington  we  are  fully  aware  of  these 

recent   developments   in    our   trade   relations 

i  with  Japan,  and  are  mindful  of  the  problems 

which  these  developments  have  presented.    At 

i  the  same  time  it  is  realized  that  foreign  trade, 

like  domestic  industry,  can  never  be  reduced 

i  to  an  absolute  formula  or  kept  in  a  static  con- 

,  dition.    In  the  light  of  the  present  situation, 

it  is  our  aim  to  devise  means  whereby  we  may 

avoid,  so  far  as  possible,  restraint  upon  the 

natural  exchange  of  commodities  from  which 

both  countries  derive  advantage,  and  at  the 

same   time    facilitate   a   cooperative    solution 

which  will  satisfactorily  eliminate  undesirable 

changes  or  serious  dislocation  of  our  indus- 

'  tries. 
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I  may  add  that  the  Japanese  Governmei 
has  shown  a  spirit  of  understanding  and  a] 
preciation  of  the  situation.  I  am  confident 
that  if  we  approach  these  problems  in  a  spirit 
of  cooperation,  the  difficulties  which  are  bound 
to  rise  between  any  two  neighbors  will  not 
shake  the  structure  of  good  will  and  benefit 
which  has  been  erected  between  the  United 
States  and  Japan. 

It  would  be  interesting  to  range  over  every 
phase  of  our  international  life,  but  time,  unfor- 
tunately, will  not  permit.  I  shall  mention 
one  of  the  more  important  phases  which  is 
very  close  to  the  heart  of  Secretary  Hull, 
namely,  the  negotiation  of  trade  agreements 
with  other  countries.  This  is  an  attempt  to 
remove  the  prevailing  restrictions  which  con- 
stitute a  serious  impediment  to  the  natural 
movements  of  trade  among  nations. 

It  is  a  cherished  program  because  its  spon- 
sors believe  that  the  principle  on  which  it  is'' 
based  is  the  true  foundation  not  only  for  uni- 
versal material   well-being  and   contentment, 
but  also  for  the  establishment  of  peaceful  re- 
lations throughout  the  world.    Almost  all  the 
disagreeable  qualities  developed  in  mankind; 
grow  out  of  the  bitter  struggle  for  existence; 
ethical  tenets  and  moral  laws  are  ineffective  in 
the  presence  of  hunger  and  the  instinct  of 
self-preservation;   and  in  modern  times  vir-| 
tually  all  international  conflicts  have  had  their ; 
origin  in  economic  necessities.    Economic  ne-i 
cessities  have  caused  wars,  and  wars  in  turn' 
have  produced  economic  necessities;   and  soi 
the  vicious  circle  has  been  perpetuated,  with 
the  innumerable  victims  seemingly  helpless  to 
break  the  continuity  of  its  cruel  and  relent- 
less  operation.     But  the   fact  that   we   have 
failed  so  far  to  halt  the  evil  is  no  reason  why 
we  should  not  continue  to  try  to  do  so;  and 
the  fact  that  the  task  is  stupendous  is  no  rea- 
son for  not  making  a  beginning  by  coura- 
geously attacking  the  problem  at  its  source. 


The  economic  necessities  which  confronted 
the  world  at  the  end  of  the  Great  War  were 
of  the  kind  created  by  war.  The  countries 
engaged  in  it  had  depleted  their  resources  of 
men  and  materials  in  destructive  combat, 
their  people  had  been  exhausted  by  physical 
deprivations  and  nervous  strain,  and  all  the 
traditional  channels  of  intercourse  had  been 
disrupted.  In  such  conditions  fear  thrived " 
and  suspicions  multiplied.  The  trenches,  the 
barbed  wire,  and  the  gas  of  warfare  were  re- 
placed by  the  economic  defenses  of  prohibitive 
tariffs,  quotas,  import  licenses,  exchange  con- 
trols, and  other  artifices.  In  one  case  men 
were  killed,  and  in  the  other  the  means  by 
which  they  lived  were  restricted  or  destroyed 
and  the  whole  world  began  to  suffer  unem- 
ployment and  distress. 

It  is  this  system  of  bristling  economic  arma- 
ments, supported  by  smoldering  animosities, 
which  the  trade-agreements  program  is  de- 
signed to  reduce.  In  the  present  requirements- 
of  our  civilization,  there  is  not  a  country 
which  is  or  can  be  wholly  self-sufficient — 
which,  in  other  words,  means  that  all  nations 
are  interdependent  if  they  are  to  realize  their 
fullest  possibilities  of  material  and  cultural 
development. 

The  reciprocal  trade -agreements  policy  rec- 
ognizes the  economic  interdependence  of  na- 
tions, and  seeks  to  enlist  the  cooperation  of 
other  countries  in  organizing  it.  Many 
countries,  by  indicating  their  readiness  to  join 
in  the  movement,  seem  to  reveal  that  they 
have  lost  faith  in  methods  of  exclusion;  and 
their  action  gives  reason  to  expect  that,  before- 
long,  a  marked  loosening  of  the  bonds  of  in- 
ternational trade  will  be   effected. 

Our  initiative  in  this  program  was  made 
possible  by  the  Trade  Agreements  Act  of  June 
12,  1934,  by  which  the  President  was  given 
authority  to  negotiate  reciprocal  agreements 
with  other  countries  which  might  involve  re- 
ductions in  tariff  duties  of  not  more  than  50 
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percent  on  our  part,  in  return  for  comparable 
concessions  to  us.  This  opens  up  the  possi- 
bility of  an  entirely  new  method  of  dealing 
with  tariffs,  since  action  by  Congress  on  in- 
dividual items  is  no  longer  necessary.  And 
for  the  first  time  opportunity  is  given  to  deal 
with  the  tariff  scientifically,  on  the  basis  of 
studies  by  qualified,  impartial  experts. 

Under  the  present  procedure  no  rate  is 
■changed  until  after  committees  of  experts 
from  all  the  interested  departments  of  the 
Government  have  conducted  a  thorough  study 
of  every  aspect  of  the  situation  and  have  given 
attention  to  the  testimony  of  domestic  indus- 
tries which  might  be  affected  by  a  change. 
The  aim  of  the  Government  in  framing  the 
trade  agreements  is,  I  repeat,  to  serve  the  col- 
lective interests  of  the  entire  population. 

Likewise,  it  is  fully  realized  that  any  change 
in  our  tariff  rates  must  be  made  without  vio- 
lence, so  that  domestic  industries  will  be  able 
to  accommodate  themselves  to  new  conditions 
without  injury,  and  this  procedure  is  being 
religiously  followed. 

So  far,  five  agreements  have  been  completed  ' 
and    signed:    with    Cuba,    Brazil,    Belgium, 
Haiti,   and   Sweden.     Those  with   Cuba   and 
Belgium  have  been  proclaimed  and  are  in  ef- 
fect.   Negotiations  have  also  been  initiated  with 
13  other  countries:  Canada,  Colombia,  Costa 
Rica,  El  Salvador,  Finland,  France,  Guate-' 
mala,  Honduras,  Italy,  the  Netherlands,  Nica-, 
ragua,  Spain,  and  Switzerland. 

There  is  no  need  to  impress  upon  the  popu- 
lation of  the  Pacific  coast,  with  its  magnifi- 
cent ports,  the  importance  of  maintaining  an ' 
export  trade.  You  Californians,  who  have 
seen  your  share  in  it  fall  from  the  huge  sum 
of  $380,000,000  in  1929  to  $149,000,000  in  1932, 
realize  it  only  too  well.  Your  Dried  Fruit 
Association,  which  holds  that  half  of  its  prod- 
ucts must  find  an  outlet  abroad,  knows  how 
desirable  it  is  to  retain  foreign  markets.  Nor 
is  it  necessary  to  point  out  that,  if  we  wish 
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to  sell  to  other  countries,  we  must  also  buy 
from  them,  for  the  notion  thai  we,  as  B  credi- 
tor nation,  can  Long  maintain  a  huge  excess 
of  exports  over  imports  without  damage  to 
ourselves  is  an  economic  solecism. 

In  the  trade  agreements  consummated  with 
Cuba,  Brazil,  and  Belgium,  substantial  prog- 
ress has  already  been  made.  Important  con- 
cessions of  vital  interest  to  this  section  of  the 
country  have  been  obtained  on  dried,  canned, 
and  evaporated  fruits,  on  preserved  aspara- 
gus, and  on  salmon.  Already,  and  within  a 
brief  period  of  4  months,  the  exports  into 
Cuba  from  this  country  of  canned  fruits,  as- 
paragus, raisins,  prunes,  and  preserved  fruits 
is  four  times  its  previous  figure,  and  this,  I 
believe,  is  proof  positive  of  the  efforts  which 
we  are  making  in  Washington  in  your  behalf. 
But  we  cannot  hope  to  achieve  an  equitable 
adjustment  of  world  trade  in  a  day  or  a  year. 
Kesults  will  necessarily  be  slow  and  gradual, 
but  when  finally,  by  persistence  and  patience, 
we  have  succeeded  in  allaying  fierce  inter- 
national economic  rivalries  by  making  the 
wants  of  peoples  realizable,  we  shall  also  have 
laid  the  only  real  foundation  for  peace.  Well- 
fed,  contented  people  do  not  fight.  Every  in- 
telligent housewife  waits  until  after  dinner 
before  breaking  bad  news  to  her  husband. 
The  wisdom  of  this  approach  holds  good  in 
world  affairs. 

I  shall  not  attempt  to  discuss  further  our 
international  relations,  beyond  assuring  you 
that  in  our  intercourse  with  European  coun- 
tries the  avowed  policy  of  your  Government 
is  not  to  be  involved  in  any  purely  European 
political  problems.  Our  efforts  at  Geneva  to 
help  negotiate  a  treaty  of  general  disarma- 
ment have  been  solely  in  the  interest  of  world 
peace.  That  they  have  not  been  fully  success- 
ful is  because  the  European  powers  have  not 
as  yet  been  able  to  settle  their  own  political 
differences.  In  the  circumstances,  therefore, 
it  is  generally  accepted  that  renewed  disarma- 
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ment  discussions  must  await  further  progress! 
in  a  solution  of  Europe's  own  problems. 
Meanwhile,  our  Government  has  made  it  clear 
that  it  can  be  counted  upon  to  do  its  full  share 
in  continuing  disarmament  discussions  when- 
ever the  rest  of  the  word  is  ready  to  resume 
them.  In  general,  our  policy  is  to  cooperate 
whole-heartedly  with  all  countries  in  social, 
economic,  and  humanitarian  endeavors — a  pol- 
icy which  we  believe  meets  with  the  genuine 
approval  of  the  American  people. 

I  have  been  led  to  touch  upon  a  few  phases 
of  our  international  life  in  the  realization  that 
this  great  exposition  is  a  forum  for  interna- 
tional, as  well  as  national,  thought  and  ex- 
pression. In  the  weeks  and  months  to  come 
you  will  hear  in  these  surroundings  varying 
views  and  opinions  on  subjects  of  international 
importance.  And  this  is  as  it  should  be,  for 
the  Pacific  coast  of  our  country  is  as  clearly 
related  to  world  affairs  as  is  the  Atlantic 
coast.  More  and  more  is  the  entire  country, 
from  east  to  west,  coming  to  realize  that  the 
peace  and  prosperity  of  all  nations  is  reflected1 
with  crystal  clearness  upon  our  own  domestic' 
peace  and  prosperity. 

You  may  rest  assured  that  your  State  De- 
partment, which  has  in  its  province  the  whole 
field  of  international  relations,  and  which  is 
the   channel   of   communication  between  our; 
Government  and  foreign  governments — which,; 
in  fact,  is  the  voice  of  the  Nation  speaking: 
with    other    nations — will    work    shoulder    to 
shoulder  with  the  sponsors  of  this  great  ex-i 
position  in  their  declared  purpose  of  assist- 
ing the  Government  to  bring  a  more  abundant 
life  to  the  American  people  and  to  create  a 
better  understanding  among  the  nations  of  the 
world. 
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UNIVEI 
PORT  CITIES  IN  OUR 
INTERNATIONAL  RELATIONS1 

I  am  very  happy  to  have  the  opportunity  to 

address  this  great  convention,  called  for  the 
purpose  of  promoting  the  interests  and  devel- 
opment of  the  ports  of  the  United  States.  The 
prosperity  of  our  port  cities  and  the  rebuilding 
of  our  foreign  trade  occupy  an  important  place 
in  the  larger  and  broader  program  of  our 
whole  international  economic  relations. 

We  are  met  in  the  greatest  port  of  the  world, 
I  port  which  handles  more  tonnage  than  any 
one  of  its  great  competitors  in  England,  on  the 
European  Continent,  or  in  the  Orient.  Boston, 
Philadelphia,  Baltimore,  Norfolk,  New  Or- 
leans, Galveston,  Los  Angeles,  San  Francisco, 
and  Seattle  rank  high  in  the  list  of  important 
world  ports,  along  with  London,  Hamburg, 
Rotterdam,  Antwerp,  Liverpool,  Singapore, 
Hong  Kong,  and  Shanghai. 

There  are,  all  told,  more  than  300  ports  in 
the  United  States  through  which  our  trade 
with  foreign  countries  passes.  The  volume  of 
commerce  passing  through  these  ports  reflects 
and,  in  turn,  reacts  upon  the  prosperity  of  the 
entire  Nation.  Between  1929  and  1933  the 
cargo  tonnage  of  water-borne  imports  and  ex- 
ports declined  from  108  million  tons  to  59 
million  tons.  A  recovery  of  the  tonnage  of  ex- 
ports and  imports  to  the  pre-depression  level 
would  give  tremendous  stimulus  to  economic 
activity  throughout  the  length  and  breadth  of 
the  entire  land.  Railroads  and  trucking  firms, 
which  carry  the  goods  from  the  centers  of  pro- 
duction to  these  three-hundred-odd  ports,  and 

1  Address  by  the  Honorable  Cordell  Hull,  Secretary 
of  State,  before  the  Conference  of  Seaport  Cities  on 
International  Trade,  New  York  City,  June  12,  1935. 
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in  turn  back  again  to  the  various  centers  of 
consumption,  would  experience  a  tremendous 
stimulus  if  we  could  again  recover  the  volume 
of  port  traffic  approximating  the  52  or  53 
million  tons  handled  by  the  Atlantic  ports 
prior  to  the  depression,  the  23  million  tons 
handled  in  the  Gulf  ports,  the  16  or  17  million 
tons  in  the  Pacific  ports,  and  the  16  or  IT  mil- 
lion tons  handled  in  the  ports  of  the  Great 
Lakes  region.  New  activity  would  be  stimu- 
lated in  the  repair  plants  and  shipbuilding 
yards;  the  business  of  exporting  and  import- 
ing firms,  shipping  offices,  insurance  houses, 
brokerage  houses,  and  foreign-exchange  insti- 
tutions, and  the  employment  by  these  firms  of 
hand  and  brain  workers,  would  be  increased. 
This  activity  would  be  carried  back  in  the 
various  processes  of  production  for  the  export 
market,  and  in  all  the  intermediate  distribu-j 
tive  stages  handling  both  export  and  import 
goods.  The  activity  of  our  port  cities  has  been 
in  the  past  an  index  and  barometer  of  the  eco- 
nomic health  and  prosperity  of  the  entire 
Nation.  This  will  continue  to  be  the  case  in  the 
future  only  if  we  turn  our  backs  definitely 
away  from  the  doctrine  and  practice  of  self- 
sufficiency  and  economic  nationalism  which  has  I 
gripped  the  world  so  mightily  and  disastrously 
in  the  last  few  years. 

An  indication  of  the  greatly  increased  busi-, 
ness  that  the  trade-agreements  program  may: 
be  expected  to  bring  to  American  ports  and', 
shipping  is  afforded  by  the  results  of  the! 
Cuban  agreement.  Our  exports  to  Cuba  dur- 
ing the  first  7  months  in  which  the  agreement 
was  in  force,  from  September  1934  to  March 
1935,  amounted  to  645,000  tons,  against  only 
365,000  tons  during  the  corresponding  period  a 
year  earlier,  an  increase  of  77  percent.  Be- 
tween the  same  periods  our  imports  from 
Cuba  increased  from  1,305,000  tons  to  1,804,000 
tons,  or  by  about  38  percent. 

Trade  agreements  have  been  signed  with  I 


countries,    and 


negotiations 


are   in    progress 
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with  L3  other  countries.  These  L8  countries 
iccounted  in  L934  for  39.1  percent  of  our  ex- 
ports and  lor  15.5  percent  of  our  imports,  on 
fee  basis  of  value.  On  the  assumption  that 
these  agreements,  now  completed  or  actually 
being  negotiated,  will  increase  trade  on 
an  average  only  one-half  as  much  as  the  in- 
Itease  which  has  resulted  from  the  Cuban 
ikreement,  there  would  be  added  in  the  course 
■  a  year  some  7  or  8  million  tons  to  our  export 
pd  import  cargoes.  Several  million  addi- 
tional tons  to  the  total  cargo  entering  and  leav- 
ing our  ports  would  have  no  mean  significance 
for  the  prosperity  of  our  port  cities.  But  this 
t  merely  the  beginning.  The  full  fruits  of  our 
trade  agreements  will  not  be  seen  in  the  first 
few  months.  The  cumulative  effect,  reacting 
upon  world-wide  prosperity,  will,  I  hope  and 
believe,  carry  our  foreign-trade  tonnage  back 
to  the  full  high  level  of  former  times.  This  is 
the  prize  which  the  successful  pursuance  of  the 
trade- agreements  program  holds  out  to  those 
interested  in  ports  and  in  the  shipping  of  the 
United  States. 

The  close  relationship  of  the  rise  and  power 
of  port  cities  to  the  development  and  spread 
of  civilization  is  well  known  to  all  students 
of  history.  The  remains  of  ancient  harbor 
works  have  been  found  in  Crete,  attesting  the 
commercial  intercourse  between  Crete  and 
Egypt  nearly  4,000  years  before  the  Christian 
era.  As  early  as  the  thirteenth  century  B.  C, 
the  Phoenicians  built  harbors  at  Sidon  and 
Tyre;  and  on  the  basis  of  the  commercial 
intercourse  thereby  developed,  a  great  civiliza- 
tion was  reared.  The  numerous  harbors  de- 
veloped in  the  Mediterranean  basin  in  ancient 
Greece  and  Rome  constitute  the  foundation 
upon  wThich  was  erected  the  great  commercial 
development  and  the  glorious  culture  .of  an- 
cient times.  The  Middle  Ages  were  stirred 
from  intellectual  stagnation  by  the  commercial 
intercourse  and  contact  with  the  Eastern  world 
which  followed  in  the  wake  of  the  Crusades. 


The  unparalleled  splendor  of  the  Renaissance, 
its  arts,  literature,  and  early  scientific  inquiries,; 
had  its  material  basis  in  the  great  Italian 
ports  and  in  the  wealth  born  out  of  a  radiat-; 
ing  network  of  world-wide  commercial  rela- 
tions. The  association  of  the  trading  towns: 
along  the  Baltic,  known  as  the  Hanseaticl 
League,  continued  in  full  strength  for  over  3 
centuries.  The  impetus  given  to  commerce  by 
this  remarkable  association  of  maritime  towns] 
carried  trade  to  all  points  within  the  Baltic 
basin,  west  to  England  and  east  to  Russia,  andi 
the  League  served  as  an  outpost  and  connectingi 
point  to  older  trade  routes  on  the  Continent  and 
to  the  Far  East,  The  regional  headquarters 
of  the  Hanseatic  League  lived  on  into  modern; 
times  in  Antwerp,  Bergen,  and  London,  until 
finally  its  influence  was  swallowed  up  in  the 
great  commercial  development  of  the  eight- 
eenth and  nineteenth  centuries,  and  in  the 
growth  of  national  sentiment  and  control. 

In  the  New  World  also,  port  towns  played 
a  great  role  in  economic  development.  In  160£j 
Henry  Hudson  sailed  up  the  great  river  which 
bears  his  name,  and  in  the  next  year  a  begin-; 
ning  was  made  of  the  rapidly  flourishing 
Dutch  trade  in  furs  with  the  Indians.  Thus 
developed  the  earliest  beginning  of  the  great 
port  of  New  York,  first  in  the  rich  trade  with; 
Holland,  and  later  in  the  trade  with  the  south" 
ern  English  colonies  and  with  the  Antilles; 
With  the  coming  of  English  control,  the  ports 
of  New  York,  Boston,  and  Philadelphia  shared 
in  the  rapidly  growing  and  world-wide  ex- 
pansion of  British  commerce.  In  addition 
there  developed  the  enormously  important  port 
of  New  Orleans,  which  served  the  great  in- 
land territory  later  to  be  added  to  our  expand- 
ing domain. 

These  great  ports  served  a  vital  function  in 
the  development  of  the  colonial  period  and  in 
the  early  years  of  the  Republic.  Trade  was 
vital  to  the  very  life  of  the  New  World  and 
synonymous  with  the  economic  progress  of  the 


pew  nation.  The  tonnage  of  the  vessels  en- 
gaged in  foreign  trade  in  the  port  of  New  York 
alone  increased  from  18,000  tons  to  1 46,000  tons 
in  the  1-  years  from  the  formal  ion  of  the 
Federal  Union  to  the  turn  of  the  century. 

History  is  replete  with  illustrations  of  na- 
tions which  have  Languished  and  perished  in 
consequence  of  a  hermit  policy,  and  in  con- 
sequence of  restraints  and  prohibitions  placed 
upon  intercourse  with  the  outside  world.  The 
building  of  docks,  quays,  wharves,  warehouses, 
terminals,  and  merchant  fleets,  the  develop- 
ment of  lines  of  commercial  intercourse  reach- 
ing out  into  all  parts  of  the  world — these 
activities  form  the  first  stage  in  the  economic 
development  of  new  countries,  and  continue, 
after  industrial  maturity  has  been  reached,  to 
furnish  the  means  for  expansion  and  progress. 

An  address  on  the  subject  of  our  foreign 
trade  and  our  ports  would  not  be  complete 
without  some  mention  of  the  act  approved  by 
the  President  on  June  18,  1934.  providing  for 
the  establishment,  operation,  and  maintenance 
of  foreign-trade  zones  in  ports  of  the  United 
States.  This  act  provides  that  in  each  port  of 
entry  there  may  be  established,  after  due  au- 
thorization, a  zone  into  which  goods  may  be 
imported  without  being  subject  to  the  customs 
laws  of  the  United  States  and  in  which  they 
may  be  stored,  broken  up,  repacked,  assembled, 
distributed,  sorted,  graded,  cleaned,  mixed 
with  foreign  or  domestic  merchandise,  or  other- 
wise manipulated.  Because  of  the  large 
amount  of  preparation  required,  no  foreign- 
trade  zone  has  thus  far  been  established,  but 
it  is  hoped  that  before  long  the  facilities  pro- 
vided by  this  act  may  be  availed  of.  While  it 
is  not  to  be  expected  that  the  establishment  of 
foreign-trade  zones  will  greatly  add  to  the 
volume  of  our  foreign  trade,  a  gradual  devel- 
opment of  our  reexport  business  may  be  ex- 
pected to  result  from  them.  The  act  authoriz- 
ing these  zones  opens  up  an  additional  field 
of  profitable  business  for  our  people. 


Our  great  port  cities  have  a  peculiarly  vital 
interest  in  our  neighbor  countries  on  this  great 
hemisphere.  The  friendly  relations  promoted 
and  encouraged  at  the  Montevideo  Conference 
continue  to  bear  fruit.  A  spirit  of  cordiality, 
confidence,  cooperation,  and  good  will  is  stead- 
ily gaining  ground  between  the  countries  of 
the  New  World,  and  this  spirit  of  friendship 
cannot  fail  to  bear  fruit  in  the  material  and 
cultural  advance  of  all  these  nations.  The  port 
cities  can  play  their  part  in  dissipating  mis- 
understanding and  prejudice  and  in  nurturing 
the  spirit  of  cooperation,  mutual  confidence, 
and  respect  between  the  United  States  and 
other  American  countries.  This  country  will 
not  turn  back  from  the  policy  of  the  good 
neighbor,  manifested  at  Montevideo  and  sup- 
ported day  by  day  by  new  evidences  of  coop- 
eration and  good  will. 

May  I  at  this  point  take  the  occasion  to  say 
a  word  about  two  fallacies  that  are  being 
worked  overtime  by  lobbies  and  unfair  op- 
ponents of  our  trade-agreements  program.  I 
refer  first  to  the  misconception  which  has  be- 
come more  or  less  wide-spread  with  respect  to  J 
the  recent  imports  of  agricultural  products 
and  particularly  grains  and  fodders.  Let  me 
say  at  once  that  for  many  years  back  we  have 
year  by  year  imported  a  limited  quantity  of 
grains,  meats,  vegetables,  and  dairy  products, , 
and  even  cotton.  There  are  special  reasons  for  \ 
this,  such  as  seasonal  factors,  special  varieties, 
transportation  costs,  etc.  The  proportion  of 
imports  in  relation  to  the  total  domestic  pro- 
duction has  always  been  insignificant.  More- 
over, we  have  normally  exported  enormously 
more  than  we  imported. 

With  respect  to  the  recent  imports,  the  fact 
is  that  our  imports  of  dairy  products,  vege- 
tables, meats,  and  fruits  were,  in  the  8-month 
period  from  July  1934  to  February  1935,  in- 
clusive, considerably  smaller  in  quantity  than 
in  the  preceding  10-year  average  for  the  like 
period.     Only  in  feeds  and  fodders  is  the  im- 


iortation  greater  than  in  former  years.     This 

increase  in  imports  is  due  to  the  calamitous 
drought  which  reduced  the  output  of  grain 
products  almost  to  half  of  its  normal  level. 
The  small  restriction  of  outpul  due  to  the 
AAA  amounts  to  less  than  5  percent  of  normal 
production,  while  the  drought  reduced  the  nor- 
mal supply  by  45  percent.  Farmers  in 
bed  of  feed  grains  for  livestock  and  poultry 
have  urgently  needed  the  driblets  of  imports 
that  have  come  in.  How  small  these  imports 
are,  can  be  seen  when  I  tell  you  that  these 
Right  importations  offset  by  less  than  2  per- 
cent the  shortage  created  by  the  drought. 

I  make  this  brief  observation  because  it  has 
been  alleged  that  our  trade-agreements  pro- 
gram is  flooding  our  domestic  market  with  for- 
eign agricultural  products.  This  is  not  the 
case.  Indeed,  these  importations  have  come 
in  over  the  tariffs  of  the  act  of  1930,  which  in 
the  case  of  these  products  have  not  been 
touched  by  any  trade  agreement. 

In  our  trade-agreements  program  we  are 
faithfully  bearing  in  mind  all  sections  of  agri- 
culture and  industry  in  the  entire  country. 
We  scrutinize  with  the  utmost  care  every  item 
of  our  trade  with  each  country  with  which  we 
negotiate.  We  have  gone  far  enough  in  our 
program  to  know  that  mutually  profitable 
trade  can  be  materially  increased.     Such  trade 

:  expansion  reacts  cumulatively  to  the  advantage 
of  the  whole  country  by  increasing  the  volume 
of  purchasing  power  and  thereby  expanding 
both  the  foreign  and  the  domestic  market  for 

I  our  agricultural  and  industrial  products. 
The  second  fallacy  to  which  I  wish  to  allude 

!  is  the  "  Buy  at  home  "  slogan.  It  is  used  by 
nationalistic  and  isolationist  groups  through- 
out the  world.     It  is  intended  virtually  to  pre- 

I  vent  imports  into  any  country,  no  matter  how 
desirable.     Carried  to  its  logical  conclusion,  it 

\  would  mean  the  end  not  merely  of  imports  but 

i  of  exports  as  well.  A  nation  must  buy  if  it 
wants  to  sell.     "  Buy  American  "  really  means : 


s 


Don't  sell  abroad  any  cotton,  tobacco,  lard, 
fruits,  automobiles,  electrical  and  agricultural 
machinery,  et  cetera.  In  reality  it  means :  De- 
stroy  the  prosperity  of  large  sections  of  our; 
agriculture  and  our  export  industries,  and  with! 
them  the  prosperity  of  our  great  port  cities. | 

We  have  reached  a  critical  period  in  the 
progress  toward  world-wide  recovery.  In  this 
country,  and  in  some  others,  substantial  prog- 
ress has  been  made.  But  in  the  world  as  a 
whole,  recovery  thus  far  has  fallen  short  of  the 
desired  goal.  It  has  proceeded  by  fits  and  starts 
and  recurring  recessions.  The  millions  of  un- 
employed, the  low  level  of  productive  activity, 
the  continued  stagnation  in  the  heavy-goods 
industries,  and  the  insignificant  advance  made 
in  the  physical  volume  of  world  trade,  attest 
how  really  inadequate  is  the  progress  thus  far 
made.  And  when  one  looks  at  the  interna- 
tional situation,  it  is(  not  difficult  to  see  some 
of  the  weighty  reasons  why  these  unwelcome 
facts  confront  us. 

There  are  a  number  of  fundamental  condi-, 
tions  without  which  a  full  measure  of  indus- 
trial recovery  in  any  important  country  is  not! 
possible.     In  the  first  place,   there  must  be 
present  a  material  basis  for  recovery  in  the 
revival  of  demand  in  the  capital-  and  durable- 
goods  industries  and  in  the  whole  range  of  con- : 
structional  activities.    After  6  years  of  depres- ! 
sion  we  have  reached  a  point  in  this  country,  j 
for  example,  in  consequence  of  the  accumu- 
lated need  for  replacement,  repairs,  and  re- 
newals, and  in  consequence  of  the  continued 
development  of  new  techniques,  new  processes, 
and  new  products,  which  foreshadows  an  enor- 
mous improvement,  a  great  forward  march,  in 
the  heavy-capital-goods  industries.     Thus  the 
material  and  technological  condition  for  a  sus- 
tained and  pronounced  revival,  is,  I  believe, 
present. 

In  the  second  place,  there  is  needed  a  better 
balance  in  the  domestic  cost-price  situation. 
Costs   in  certain   important   heavy   and    con- 


■tructiona]  industries  are  abnormally  swollen. 
We  have  not  yet  worked  our  way  down  to  bed- 
lock.  A  large  section  of  our  industry  is  main- 
lining an  artificial  price  situation,  is  endeav- 
oring to  move  forward  under  the  heavy  burden 
of  inflated  capitalization,  excessive  overhead 
charges,  wasteful  overcapacity,  and  obsolete 
units  and  equipment.  Never  was  improvement 
in  industrial  efficiency  more  needed  than  now. 
We  cannot  hold  our  place  in  the  world  if 
industry  is  to  rely  on  doles,  subsidies,  and  other 
artificial  arrangements  which  bolster  up  and 
keep  alive  inefficiency  at  the  expense  of  the 
progress  and  expansion  of  the  vigorous  and 
efficient  units  in  our  economy.  We  must  come 
down  from  our  artificial  stilts  to  solid  reality 
if  we  are  to  achieve  substantial  industrial  pros- 
perity and  if  we  are  to  hold  our  place  in  the 
world  market.  To  this  end  we  need  renewed 
application  of  business  energy  and  initiative. 

Thirdly,  we  must  leave  no  stone  unturned  to 
reach  progressively  a  better  balance  in  the  in- 
ternational price  structure.  The  world  economy 
has  been  subjected  to  a  number  of  violently  de- 
structive upheavals  during  the  course  of  the 
depression.  Each  of  these  disruptions  in  the 
balance  of  prices  has  set  in  motion  devastating 
waves  of  wild  speculation  which  obstruct  the 
normal  processes  of  production  and  exchange. 

We  must  minimize  to  the  utmost  possible 
extent  the  possibility  of  further  serious  up- 
heavals. Statesmen  in  many  countries  are  in- 
quiring whether  the  time  has  not  arrived  when 
cooperation  between  leading  countries  can  put 
an  end  to  serious  exchange  fluctuations.  Such 
action  would  enormously  facilitate  the  remain- 
ing international  price  adjustments  which 
must  be  made  before  a  genuine  balance  can 
again  be  reached. 

As  progress  is  made  in  this  direction,  we 
may  confidently  expect  a  loosening  of  the 
quantitative  and  other  artificial  barriers  to 
trade  which  have  been  erected  as  bulwarks  of 
protection    against   the    chaotic    international 
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price  and  monetary  situation.  We  find  a  grow- 
ing willingness  among  foreign  countries  to  go 
along  in  our  trade-agreements  program  to  ease 
trade  restrictions  and  to  remove  progressively 
the  prevailing  discriminatory  practices.  More 
and  more,  as  the  balance  in  the  international 
structure  is  improved  by  the  continued  prog- 
ress made  in  exchange  stabilization,  we  may 
anticipate  an  accumulating  movement  in  the 
direction  of  freeing  the  channels  of  interna- 
tional commerce.  While  we  must  proceed  as 
rapidly  as  possible  on  many  fronts,  it  is  note 
necessary  to  solve  all  at  once  the  many  baffling 
problems  which  confront  humanity  at  this 
moment  in  the  field  of  international  economic 
relations. 

The  final  thing  which  is  needed  to  bring 
about  recovery,  without  which  the  material 
technological  basis  and  the  price  balance  just 
referred  to  become  mere  dead  mechanisms 
without  vital  driving  power,  is  the  resurgence 
of  the  spirit  of  enterprise  based  on  renewed 
confidence.  Business  calculations  with  respect 
to  the  expansion  of  investment  activity  depend 
not  merely  upon  the  technical  needs  of  indus- 
try, upon  cost-and-price  relationships,  but  also 
upon  confidence  in  the  workability  of  human 
institutions,  in  the  facilities  and  safeguards 
provided  for  both  old  and  new  enterprise,  and 
in  sufficient  flexibility  of  costs  and.  prices  so 
that  the  efficient  unit  can  go  forward  un- 
hindered by  the  fetters  imposed  by  abnormal 
restrictions  upon  production  or  by  arbitrary 
rigidities  in  costs  and  prices.  It  is  most  grati- 
fying in  this  connection  to  observe  an  improve- 
ment in  confidence  and  in  business  in  our  own 
country.  I  predict  this  will  gather  large  mo- 
mentum in  the  coming  months. 

It  is  of  utmost  importance  that  we  seek  by 
every  means  at  our  disposal  to  solidify  and 
make  more  secure  the  stability  thus  far  reached 
and  to  facilitate  continued  progress  toward  an 
improved  international  situation.  But  there 
are  some  ominous  tendencies  present  in  the 
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world  which,  if  persisted  in,  cannot  fail  to 
ting  disaster  and  to  undo  whatever  progress 
las  thus  far  been  made  toward  greater  world 

stability.  We  witness  all  about  us  a  reckless, 
competitive  building-up  of  armaments,  a  re- 
Earrence  of  the  mad  rare  which  prior  to  1914 
led  the  nations  of  the  world  headlong  to  de- 
struction. If  persisted  in,  this  course  will 
again  plunge  the  world  into  disaster.  If  it 
remains  unchecked,  we  shall  witness  national 
bankruptcies,  hopelessly  unbalanced  budgets, 
and  consequent  inevitable  inflation,  together 
with  the  utter  destruction  of  such  measure  of 
rational  stability  as  has  thus  far  been  achieved. 
The  world  cannot  extricate  itself  from  this 
relentless  circle  if  it  does  not  stop  its  extrava- 
gant military  expenditures.  International 
sanity  requires  both  military  and  economic  dis- 
armament. 

Isolationism  has  been  tried  and  found  want- 
ing. It  has  destroyed  22  billion  dollars'  worth 
of  international  trade.  It  leaves  every  nation 
struggling  as  best  it  can  to  save  for  itself 
whatever  it  can  from  the  general  wreckage. 
The  resulting  international  situation  which 
confronts  the  world  today  gives  cause  for 
grave  concern  to  every  thinking  person.  We 
cannot  afford,  after  years  of  experience,  to 
discount  its  powerful  effect  upon  peace,  eco- 
nomic  security,  and  stable  governments  every- 
where. The  issues  involved  are  enormously 
|  greater  than  the  petty  interests  of  this  or  that 
industry  in  tariff  protection.  The  explosives 
packed  in  the  current  nationalistic  tendencies 
may  result,  as  they  have  resulted,  in  the  fur- 
[  ther  disorganization  of  social  and  economic 
fabrics.  Facing  these  threatened  dangers, 
however,  I  have  faith  in  the  great  traditions 
and  strength  of  our  American  civilization, 
and  I  also  have  faith  that  statesmanship  will, 
before  it  is  too  late,  respond  to  the  world 
crisis  and  find  a  workable  solution. 
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For  the  past  year  this  Government  has  been 
actively  engaged  on  a  program  designed  to 
protect  and  restore  our  foreign  commerce. 
The  Trade  Agreements  Act  of  June  12,  1934, 
authorized  the  President  to  enter  into  trade 
I  agreements  with  foreign  countries  for  the  re- 
ciprocal reduction  of  trade  barriers.  Within 
the  year  trade  agreements  have  been  concluded 
with  five  countries,  namely,  Cuba,  Brazil, 
Haiti,  Belgium,  and  Sweden.  Negotiations 
are  under  way  with  13  other  countries,  and  as 
these  progress  it  is  expected  that  additional 
countries  will  be  added  to  the  list. 

Parenthetically,  perhaps  I  should  explain 
that  the  trade  agreement  recently  concluded 
with  Cuba,  which  I  presume  my  friend,  Am- 
bassador Patterson,  will  discuss,  in  one  respect 
stands  somewhat  apart.  The  ties  of  close  as- 
sociation between  Cuba  and  the  United  States, 
due  to  historical  considerations  and  geographi- 
cal propinquity,  are  so  strong  that  the  United 
States  ever  since  1898  has  felt  justified  in  treat- 
ing Cuba,  so  to  speak,  as  a  member  of  the  fam- 
ily in  granting  to  it  and  receiving  from  it 
frankly  preferential  treatment;  and  to  this 
end  special  provisions  have  been  inserted  in  our 
most-favored-nation  treaties  and  agreements 
with  other  nations  exempting  Cuba  from  their 
operation.  The  recent  trade  agreement  with 
Cuba,  therefore,  has  continued  the  special 
preferential  tariff  arrangement  adopted  in  the 
commercial  convention  of  1902,  and  is  in  that 
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one   respect  not   typical   of   the   other  trade 
agreements  now  being  negotiated. 

This  program  of  trade  recovery  through  the 
negotiation  of  trade  agreements  has  a  twofold 
objective,  namely,  the  reciprocal  reduction  in 
trade  barriers,  and  the  removal  or  prevention 
of  discriminations  against  American  com- 
merce. 

The  biting  need  of  reducing  trade  barriers 
if  we  are  to  regain  prosperity  is  clear.  The 
calamitous  decline  of  foreign  trade  since  1929, 
following  the  erection  of  newly  devised  forms 
of  injurious  trade  barriers,  such  as  quota  re- 
strictions, exchange  control,  compensation 
agreements,  and  the  like,  is  common  knowl- 
edge to  all.  Unless  and  until  we  succeed  in 
scaling  down  these  trade  barriers,  foreign 
trade  must  languish,  and  price  demoralization, 
domestic  unemployment,  and  financial  insta- 
bility must  continue.  It  is  of  the  second  ob- 
jective, that  is,  the  removal  or  prevention  of 
discriminations  against  American  commerce, 
that  I  want  to  speak  to  you  quite  simply  this! 
afternoon,  and  particularly  of  the  importance 
and  significance  of  the  most-favored-nation! 
policy  in  the  accomplishment  of  this  objective. 
I  cannot  but  believe  that  much  of  the  contro- 
versy which  has  centered  around  this  policy 
is  due  in  large  measure  to  genuine  misunder-: 
standing.  Once  the  issues  are  clearly  stated 
and  understood,  I  can  see  scant  room  for 
controversy,  political  or  otherwise. 

First,  let  me  make  clear  that  the  most- 
favored-nation  policy  is  in  no  sense  a  novel 
policy,  formulated  as  part  of  the  New  Deal. 
It  goes  back  a  century  at  least;  in  a  sense  it 
is  as  old  as  trade  itself.  If  a  nation  is  to  trade 
at  all,  it  must  base  its  commercial  policy  upon 
one  of  two  alternatives :  it  must  give  and  seek 
trading  privileges  and  concessions  either  (a) 
upon  a  basis  of  preferences  extended  to  spe- 
cially favored  nations,  or  (b)  upon  a  basis  of 
equality  to  all  nations  which  accord  the  same 
treatment  to  it. 


Historically,  it  is  the  second  of  these  two 
Alternatives — the  equality-of-treatmenl  pol- 
icy— which  has  formed  the  basis  of  mOfil  of 
the  trading  of  the  past  hundred  years.  This 
is  the  policy  which  has  taken  form  in  the 
Lost- favored-nation  clause,  woven  into  a  net- 
work of  hundreds  of  treaties  all  over  the 
world,  whereby  each  party  agrees  to  give  to 
.the  other  the  same  commercial  treatment  as 
that  accorded  to  the  most  favored  nation. 
Innumerable  of  these  treaties  are  still  in  force, 
and  are  still  operative  and  effective  so  far  as 
tariff  rates  are  concerned.  The  United  States 
today  is  a  party  to  treaties  or  agreements 
containing  the  most-favored-nation  clause 
with  some  45  different  nations.  From  the  be- 
ginning we  have  maintained  a  "  single-column 
tariff  ",  with  rates  applicable  uniformly  to  all 
nations. 

But  of  late  years  a  contrary  movement  has 
been  gaining  force.  A  few  countries,  such  as 
France  and  Spain,  adopted  a  policy  based  upon 
the  first  of  the  two  alternatives,  namely,  prefer- 
ential bargaining.  These  countries  proceeded 
to  denounce  their  most-favored-nation  treaties 
and  to  enter  into  a  system  of  special  tariff  ar- 
rangements under  which  lower  rates  were  ac- 
corded to  some  nations  and  higher  rates  were 
imposed  against  others.  Under  this  policy 
there  is  a  constant  tendency,  as  experience  has 
shown,  to  boost  higher  and  higher  the  maxi- 
mum rates  in  order  to  gain  greater  trading 
advantage  in  seeking  special  concessions  from 
other  nations. 

Following  the  economic  break-down  of  1929, 
the  policy  of  preferential  bargaining  has  be- 
come increasingly  evident  as  one  of  the  mani- 
festations of  the  growing  spirit  of  economic 
nationalism.  New  weapons  have  been  intro- 
duced to  enforce  economic  nationalism,  such  as 
quota  restrictions,  exchange  regulation,  import 
controls,  government  trading  monopolies,  and 
the  like;  and  these  have  been  extensively  uti- 
lized to  defeat  equality  of  treatment  and  the 


most-favored-nation  policy.  Thus,  the  ques- 
tion presents  itself  today  whether  the  United! 
States,  the  great  trading  nation  of  the  western 
world,  will  similarly  abandon  the  traditional 
commercial  policy  which  it  and  other  nations 
have  successfully  followed  for  over  a  century 
and  become  engulfed  instead  in  the  new  tide 
of  preferential  bargaining. 

Of  the  two  alternative  policies,  that  of  pref- 
erential bargaining  will  readily  win  the  popu- 
lar approval  of  the  unthinking.  To  superficial 
observers,  it  has  many  apparent  advantages  in 
its  favor.  The  United  States,  under  such  a 
policy,  would  give  exclusive  advantages  in  re- 
turn for  exclusive  advantages.  In  other  words, 
reductions  in  duty  by  each  country  would 
apply  only  to  products  of  the  other,  like 
products  of  third  countries  being  subject  to 
higher  rates.  Thereby  we  would  seem  to  af- 
ford protection  to  domestic  producers  against 
competing  imports  from  other  nations,  to  se- 
cure American  exporters  against  competition 
in  foreign  markets  from  exporters  in  third; 
countries,  and  at  the  same  time  to  increase  the 
inducement  to  other  nations  to  make  conces-! 
sions  to  us  by  giving  their  exporters  corre- 
sponding protection  in  our  market.  We  would 
trade  special  privilege  for  special  privilege; 
and  thus  it  might  be  supposed  we  could  bar- 
gain away  the  foreign-trade  barriers  which 
hamper  the  free  flow  of  American  exports. 

But  the  difficulty  is  that  each  preference! 
given  exclusively  to  a  single  nation  constitutes 
a  discrimination  against  more  than  50  other 
nations.  There  can  be  no  preference  without 
discrimination.  A  policy  of  preferential  bar- 
gaining means  in  its  very  essence  a  policy  of 
widespread  discrimination.  And  discrimina- 
tion gives  rise  to  counter  measures — commonly 
referred  to  as  retaliation — since  no  nation  can 
afford  to  see  its  exports,  on  which  it  may  de- 
pend for  its  economic  existence,  displaced  by 
the  exports  of  third  countries.  Ketaliation 
spells  new  and  still  higher  trade  barriers.    A 


nation  which  seeks  increased  outlets  in  foreign 
markets  for  its  domestic  surpluses  cannot  afford 
to  follow  a  policy  of  bargaining  in  preferences. 

On  the  other  hand,  just  as  preferential  bar- 
gaining leads  to  economic  conflict,  so  the  sys- 
tem of  equal  treatment  under  the  most-fa- 
vored-nation policy  leads  to  economic  peace 
and  stability.  It  prevents  the  grant  to  favored 
nations  of  exclusive  preferences  which  enable 
nations  to  undercut  the  prices  of  their  com- 
petitors in  foreign  markets  and  thus  to  shift 
the  currents  of  world  trade  and  cause  untold 
injury.  In  its  essence  it  means  the  rule  of 
minimum  disturbance  in  international  trade 
and  economic  peace. 

No  one  has  expressed  this  thought  more 
aptly  than  George  Washington  in  his  famous 
Farewell  Address.  "  Harmony,  and  a  liberal 
intercourse  with  all  nations,"  he  said,  "are 
recommended  by  policy,  humanity,  and  interest. 
But  even  our  commercial  policy  should  hold  an 
equal  and  impartial  hand,  neither  seeking  nor 
granting  exclusive  favors  or  preferences ;  con- 
sulting the  natural  course  of  things ;  diffusing 
and  diversifying  by  gentle  means  the  streams 
of  commerce,  but  forcing  nothing." 

Ever  since  the  days  of  George  Washington, 
the  policy  of  equality  of  treatment  to  all, 
tested  and  proved  by  years  of  experience,  has 
constituted  the  very  cornerstone  of  American 
commercial  policy.  It  is  founded  upon 
justice  and  fairness,  and  therefore  it  will  be 
enduring.  On  it  rests  our  "  open  door  "  policy, 
which  for  a  generation  we  have  insisted  upon 
in  the  Far  East.  It  lies  at  the  foundation  of 
innumerable  claims  and  protests  which  the 
State  Department  makes  whenever  discrimi- 
nation can  be  proved  against  American  com- 
merce. It  fundamentally  underlies  our  posi- 
tion toward  European  debtor  countries.  It 
shapes  our  basic  policy  in  dealing  with  prob- 
lems of  quota  restrictions  and  exchange  con- 
trol. It  has  been  the  guiding  star  of  American 
commercial  policy. 
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Those  who,  swept  along  in  the  present-day 
currents  of  economic  nationalism,  now  advo- 
cate replacing  it  with  a  plausible  policy  of 
preferential  bargaining,  do  not  stop  to  count 
the  consequences  or  the  cost.  The  policy  of 
preferential  bargaining  means  the  shifting  and 
adjustment  of  the  currents  of  world  trade, 
not  in  response  to  the  operation  of  the  funda- 
mental economic  laws  of  supply  and  demand, 
but  in  accordance  with  the  arbitrary  and  po- 
litical decisions  of  governmental  officials.  It 
means  the  placing  of  the  economic  life  of  ev- 
ery nation  at  the  mercy  of  the  bargains  and 
political  manipulations  made,  sometimes  by 
its  own  officials  and  sometimes  by  those  of 
other  nations  over  whom  it  has  no  control.  It 
means  the  strait- jacketing  of  world  trade  and 
a  growing  economic  nationalism,  with  mount- 
ing costs  to  domestic  consumers  and  a 
decreasing  standard  of  living.  For  each  na- 
tion which  follows  the  policy  it  means  grow- 
ing regimentation  and  strangulation  of  indi- 
vidual enterprise;  for  preferential  bargaining 
leads  logically  and  almost  inescapably  to  a 
selective  system  of  exports  and  imports,  and 
thus  places  domestic  trade  and  industry  under 
the  domination  and,  sooner  or  later,  if  the 
policy  is  consistently  pursued,  under  the  arbi- 
trary direction  of  governmental  officialdom. 

Once  governments  embark  on  the  policy  of 
preferential  bargaining,  the  political  abuses 
and  indefensible  practices  connected  with 
lobbying  for  high-protectionist  favors  will  be 
extended  from  the  legislative  halls  of  the  na- 
tion to  the  chancelries  of  the  world.  When 
nation  is  pitted  against  nation  in  the  effort  to 
secure  and  retain  protective  preferences  in 
world  markets,  each  seeking  to  undercut  and 
outsell  the  other,  commercial  stability  and  the 
security  of  established  business  go  out  of  the 
window. 

In  the  light  of  the  peculiar  commercial 
needs  of  the  United  States,  no  policy  seems 
more  short-sighted  or  disastrous  than  that  of 


preferential  bargaining.    The  foreign  trade  of 

the   United   Slates    from    its   very   nature   must, 

be  essentially  triangular.  Speaking  in  a  gen- 
Ira]  way,  most  of  the  European  industrial 
countries  produce  goods  competitive  with  our 
own.  They  need  large  quantities  of  our  raw 
materials,  such  as  cotton,  wheat,  hog  products, 
and  the  like,  whereas  the  United  States,  being 
a  manufacturing  as  well  as  an  agricultural  na- 
tion, naturally  and  almost  necessarily  buys  less 
from  these  countries  than  it  sells  to  them.  In 
1934  our  exports  to  the  United  Kingdom, 
France,  Germany,  Italy,  Belgium,  and  the 
Netherlands  amounted  to  some  $775,000,000, 
whereas  our  imports  from  the  same  countries 
were  but  slightly  over  $335,000,000.  In  other 
words,  our  export  balance  to  this  group  of 
nations  amounted  to  some  $440,000,000. 

On  the  other  hand,  our  trade  with  the  prin- 
cipal tropical  countries  is  exactly  the  converse. 
From  them  we  buy  products,  such  as  coffee, 
tea,  rubber,  et  cetera,  of  far  greater  value  than 
we  can  sell  to  them.  To  Cuba,  Brazil,  Colom- 
bia, Venezuela,  British  Malaya,  Dutch  East 
Indies,  British  India,  and  Ceylon  our  total  ex- 
ports in  1934  amounted  to  no  more  than 
$225,000,000,  in  contrast  to  our  imports  of  some 
$500,000,000.  Our  trade  with  this  group  of 
countries,  in  other  words,  showed  an  unfavor- 
able balance  of  some  $275,000,000. 

Again,  there  is  a  third  group  of  countries, 
primarily  agricultural,  competing  with  our 
own  agricultural  production,  from  which,  as 
is  quite  natural,  we  can  import  considerably 
less  than  we  export  to  them.  In  1934  our  total 
exports  to  the  British  Dominions  and  Argen- 
tina were  about  $400,000,000  and  our  imports 
$250,000,000,  showing  a  balance  in  our  favor 
of  some  $150,000,000. 

From  this  it  must  be  clear  that  any  policy 
which  proves  destructive  of  triangular  trade 
strikes  at  the  very  heart  of  American  commer- 
cial interests.  We  have  large  export  surpluses 
with  Europe  and  the  British  Dominions.    We 
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have  substantial  import  surpluses  with  the 
tropical  countries.  Our  foreign  trade  is  strik- 
ingly triangular.  Preferential  bargaining,  as 
actual  experience  is  proving,  leads  inescapably 
to  the  effort  to  equalize  the  value  of  exports 
and  imports  between  each  two  countries;  and 
bilateral  balancing  perforce  kills  triangular 
trade.  Triangular  trade  cannot  survive  under 
a  system  of  bargaining  for'  special  preferences. 
Its  very  existence  depends  upon  most-favored- 
nation  treatment  and  freedom  from  discrimi- 
natory practices  in  the  movement  of  goods.  So 
far  as  the  United  States  is  concerned,  we  must 
fight  the  system  of  preferential  bargaining  and 
bilateral  balancing  or  lose  a  great  part  of  our 
trade.  To  American  agriculture,  which  de- 
pends vitally  upon  the  maintenance  of  a  large 
volume  of  triangular  trade,  the  movement  in 
these  directions  is  particularly  menacing.  The 
only  realistic  commercial  policy  which  meets 
practical  American  needs  is  one  which  aims  to 
keep  open  the  channels  of  trade  to  all  countries 
upon  equal  terms. 

Much  of  the  current  opposition  to  the  most- 
favored-nation  policy  is,  I  suspect,  based 
largely  upon  misunderstanding.  It  is  assumed 
that  such  a  policy  requires  the  United  States 
to  grant  favors  and  concessions  to  other  na- 
tions for  no  return  and  thus  inures  to  our 
own  material  disadvantage.  Nothing  could  be 
further  from  the  truth.  It  does  not  mean  giv- 
ing away  something  for  nothing.  We  get  quite 
as  much  as  we  give.  No  one  proposes  to  gen- 
eralize our  concessions  to  countries  which  are 
in  fact  discriminating  against  American  trade. 
The  most-favored-nation  policy  means  simply 
that  we  extend  most-favored-nation  treatment 
to  every  country  which  does  the  sarnie  to  us. 
We  receive  a  very  real  quid  pro  quo.  What 
strikes  injury  to  every  business  is  discrimina- 
tion in  favor  of  others.  It  is  when  favored 
competitors  are  enabled  to  sell  at  lower  prices 
than  ourselves  that  bankruptcy  begins.  Genu- 
ine protection  comes  with  equality  of  treat- 


ment.  Under  a  policy  of  most-favored-nation 
treatment,  for  every  group  of  concessions 
which  we  grant  to  third  states  we  receive  in 
return  the  groups  of  concessions  which  they, 
under  other  treaties,  have  granted  to  other 
nations.  Thus  our  trade  is  protected  against 
discrimination.  If,  on  making  a  trade  agree- 
ment, we  grant  the  same  concessions  generally 
to  third  states  which  are  not  discriminating 
against  us,  we  are  assured  thereby  of  the  bene- 
fits of  the  lowered  rates  which  those  third 
states  have  already  made  or  may  in  the  future 
make  to  other  countries.  And,  as  experience 
has  proved  through  the  years,  these  benefits 
and  assurances  against  discrimination  are  of 
enormous  value  in  dollars  and  cents  to  Ameri- 
can trade.  It  is  a  policy  dictated  by  experience 
and  by  hard-headed  common  sense. 

At  the  same  time,  by  refusing  to  extend  the 
benefits  of  such  concessions  to  countries  which 
are  discriminating  against  our  own  trade,  we 
gain  a  force  and  leverage  of  substantial  power 
to  compel  other  nations  to  cease  unfair  prac- 
tices and  discriminations  against  our  trade. 
The  policy  becomes,  as  recent  events  prove,  a 
positive  program  of  great  effectiveness. 

It  was  in  the  light  of  considerations  such  as 
these  that  Congress  passed  the  Trade  Agree- 
ments Act  of  June  12,  1934,  empowering  the 
President  to  enter  into  trade  agreements  with 
other  nations  to  increase  American  trade 
abroad.  The  act  itself  prescribes  adherence 
to  the  traditional  American  policy  of  most- 
favored-nation  treatment  by  providing  that 
concessions  granted  under  trade  agreements 
shall  be  extended  to  the  products  of  other  na- 
tions so  long  as  these  do  not  discriminate 
against  American  commerce.  This  provision 
has  been  seized  upon  in  some  quarters  to  excite 
and  stir  up  needless  fears  on  the  part  of  our 
domestic  producers.  Numerous  manufactur- 
ers, while  subscribing  to  the  general  outlines 
of  the  administration's  policy  and  while  will- 
ing to  face  the  competition  of  imports  from 
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the  particular  country  with  which  a  trade 
agreement  is  made,  fear  that,  as  a  result  of  the 
most-favored-nation  policy  of  generalization, 
imports  from  a  host  of  other  countries  will 
drive  them  out  of  business.  In  other  words, 
it  is  not  the  imports  from  the  country  making 
the  trade  agreement,  but  from  a  host  of  third 
countries,  which  they  fear. 

It  is  in  order  to  protect  our  domestic  pro- 
ducers from  dangers  of  this  kind,  and  also  to 
preserve  our  own  bargaining  power,  that  those 
charged  with  the  making  of  trade  agreements 
have  followed  as  one  of  the  cardinal  princi- 
ples of  our  policy  the  general  rule  of  limiting 
the  tariff  concessions  granted  to  each  country 
to  those  commodities  of  which  such  country 
constitutes  the  chief  or  an  important  source  of 
supply.  Not  a  concession  is  discussed  or  con- 
sidered without  the  most  painstaking  study  of 
the  effects  which  would  result  from  a  generali- 
zation of  such  concession  to  third  states.  For 
this  reason,  indeed,  before  the  undertaking  of 
any  negotiations,  even  before  the  passage  of 
the  Trade  Agreements  Act  a  year  ago,  a  pro- 
gram was  carefully  mapped  out  for  confining 
the  granting  of  concessions  to  commodities  of 
which  each  nation  constituted  the  chief  or  an 
important  source  of  supply.  After  a  careful 
study  it  was  found  that  each  of  some  29  na- 
tions was  the  leading  supplier  to  the  United 
States  of  at  least  one  and  in  most  cases  of 
numerous  important  commodities.  By  re- 
stricting our  concessions  in  the  main  to  such 
commodities  in  the  case  of  each  country,  we 
can  both  restrict  any  injurious  effects  upon 
American  producers  resulting  from  generali- 
zations to  relatively  minor  importance  and  at 
the  same  time  retain  sufficient  bargaining  ad- 
vantage so  that  the  twenty-ninth  country  will 
still  desire  a  trade  agreement  with  the  United 
States  after  the  concessions  granted  to  28  other 
countries  have  been  generalized  to  it. 

In  thus  consciously  choosing  not  to  depart 
from  its  traditional  equality-of -treatment  pol- 
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icy  in  favor  of  preferential  bargaining,  the 
United  States  is  not  unmindful  of  the  actual 

experience  of  nations  experimenting  in  the  lat- 
ter direction.  The  diversion  of  trade  occa- 
sioned by  special  preferential  arrangements, 
whether  by  means  of  quotas,  exchange  control, 
or  compensation  arrangements,  tends  to  force 
trade  into  uneconomic  channels  and  thereby 
materially  to  raise  the  cost  of  goods  to  the 
importing  country.  The  increased  cost  of  im- 
ported and  domestic  goods  in  turn  makes  it 
difficult  for  such  countries  to  export  on  advan- 
tageous terms.  Unexpected  and  unforeseen 
difficulties  arise  in  the  economic  life  of  the  na- 
tion. Thus,  such  countries  as  France,  Swit- 
zerland, Germany,  and  Italy,  which  have  em- 
ployed these  methods,  have  suffered  heavily  in 
their  export  trade. 

According  to  the  Review  of  World  Trade 
issued  by  the  League  of  Nations  in  1934,  the 
previous  export  surpluses  of  these  countries  in 
their  trade  with  others  have  almost  disap- 
peared. The  same  report  points  out  that  ex- 
ports from  Czechoslovakia,  Denmark,  and 
Hungary  have  been  severely  limited  by  quotas 
imposed  by  themselves  and  others,  and  that 
the  share  of  triangular  trade  enjoyed  by  these 
countries  declined  almost  to  half  of  its  pre- 
vious level.  On  the  other  hand,  those  coun- 
tries which  have  resorted  least  to  these  eco- 
nomic weapons  have  best  succeeded  in  main- 
taining their  export  surpluses  and  in  retaining 
the  previous  high  level  of  triangularity  in 
their  trade.  The  actual  experience  of  countries 
with  clearing  agreements  is  summed  up  in  the 
words  of  their  own  representatives  in  the  re- 
cent League  of  Nations  report  entitled  u  En- 
quiry into  Clearing  Agreements"  (1935). 
Their  conclusions  state  that  the  system  of 
private  compensation  "  is,  in  effect,  a  rever- 
sion to  the  primitive  system  of  barter.  .  .  . 
The  general  tendency  of  clearing  agreements 
is  constantly  to  reduce  the  volume  and  value 
of   international   trade   and   to   subject  it   to 
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forms  of  restraint  that  necessarily  hamper  its 
development." 

Between  1932  and  1934,  when  world  trade 
was  beginning  to  revive,  our  trade  with  that 
group  of  countries  resorting  most  freely  to 
preferential  devices,  such  as  clearing  and  com- 
pensation agreements,  quota  restrictions,  and 
the  like,  increased  only  3  percent,  whereas  our 
trade  with  the  countries  in  the  "  sterling  area  ", 
which  have  been  relatively  free  from  such 
practices,  increased  during  the  same  period  47 
percent. 

As  proven  by  actual  experience,  the  policy 
of  bargaining  preference  for  preference  leads 
to  quota  restrictions,  exchange  control,  licens- 
ing of  imports,  government  monopolies,  and 
other  devices  which  can  result  only  in  the 
shackling  of  international  trade  and  the 
strangulation  of  individual  effort.  Preferen- 
tial bargaining  points  the  way  to  economic 
disaster.     It  is  the  way  of  defeatism. 

The  equality-of-treatment  policy,  on  the 
other  hand,  points  the  way  to  economic  salva- 
tion. It  spells  increased  international  trade, 
and  it  leads  to  economic  stability,  which  must 
be  the  foundation  of  any  permanent  business 
recovery.  The  American  trade- agreements 
program  stands  out  today  as  the  most  con- 
structive single  effort  to  achieve  the  liberaliza- 
tion of  world  trade.  That  is  why  the  program 
is  of  extreme  consequence,  not  only  to  the 
United  States  but  to  other  nations  as  well. 
What  matters  is,  not  selfish  trade  advantages 
gained  by  individual  nations  over  their  com- 
petitors, but  the  gradual  liberalization  of 
world  trade  through  the  adoption  of  similar 
programs  by  other  nations. 

The  issues  at  stake  are  momentous.  If  na- 
tions can  find  no  practicable  method  to  turn 
aside  from  present  practices  which  make  for 
increasing  economic  nationalism,  uneconomic 
diversions  of  world  trade,  arbitrary  and  in- 
jurious restraints,  there  can  be  but  one  result. 
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Such  measures  inescapably  lead  to  economic 
chaos  and  world-wide  conflict;  and  economic 
conflict  sets  the  stage  for  war.  The  world 
today  is  in  too  perilous  a  state  to  risk  further 
pnflict.  It  is  for  peace-loving  America,  with 
its  incomparable  natural  resources,  its  intelli- 
gent population,  and  its  economic  strength,  to 
lead  the  way  in  a  program  of  economic  liberal- 
ization and  deliverance;  and  upon  no  other 
policy  than  that  of  equality  of  treatment  can 
such  a  liberalizing  program  be  based.  Amer- 
ica could  not  be  true  to  her  traditions  and 
follow  any  other  course. 
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THE  NECESSITY  FOR  GIVE-AND- 
TAKE  IN  FOREIGN  TRADE1 

I  am  very  happy  to  have  this  opportunity  to 
Iddress  the  members  of  the  International  Ap- 
ple Association  on  the  subject  of  reciprocal 
Irade  agreements,  with  special  reference  to  the 
necessity  of  give-and-take  in  foreign  trade. 
Since  apples  are  an  internationally  traded  com- 
modity, the  fortunes  of  your  organization  are 
intimately  connected  with  the  success  of  these 
agreements. 

Time  does  not  permit  me  to  show  in  figures 
the  sharp  decline  in  exports  of  our  various 
products,  nor  is  it  necessary  to  do  so,  for  you 
all  know  the  record  of  sharp  curtailment  in 
your  sales  of  apples  and  pears  in  many  foreign 
markets. 

As  you  are  doubtless  already  aware,  each  of 
the  five  trade  agreements  thus  far  made  con- 
tains specific  concessions  by  the  foreign  country 
ion  United  States  apples  and  fresh  fruits.  In 
:he  agreement  with  Belgium,  that  country  re- 
duced the  duty  on  fresh  apples  20  percent ;  in 
tfie  agreement  with  Sweden,  the  low-duty  sea- 
Jon  for  apples  and  pears  was  extended,  and  this 
I  equivalent  to  a  duty  reduction;  and  in  an- 
other agreement,  Haiti  granted  a  40-percent  re- 
faction in  the  specific  rates  of  duty  on  fresh 
ipples  and  pears.  Brazil  also  has  agreed  to 
)ermit  apples  and  other  fresh  fruits  to  enter 
vithout  any  duty  at  all  during  the  period  of 
he  treaty.    In  the  agreement  with  Cuba,  which 

1  Radio  address  delivered  by  the  Honorable  William 
nillips,  Under  Secretary  of  State,  from  the  Washing- 
on  studios  of  the  National  Broadcasting  Co.,  Au?.  14, 
935  at  10  a.  m.,  to  the  fortieth  annual  convention  of 
he  International  Apple  Association,  meeting  at  Cleve- 
ind,  Ohio. 
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went  into  effect  last  September,  the  rate  on 
apples  and  other  fresh  fruits  was  bound  so  that 
no  increased  barriers  may  be  created  during  the 
life  of  the  agreement.  While  the  case  of  Cuba 
is  distinctly  a  special  case,  it  may  nevertheless 
be  pointed  out  that  in  the  first  4  months  the 
agreement  was  in  effect,  Cuban  imports  of 
American  apples  increased  in  value  by  81  per- 
cent over  the  average  imports  for  the  same 
months  in  the  previous  2  years. 

These  special  commodities,  in  which  you  are 
directly  interested,  are,  of  course,  not  the  only 
ones  which  have  benefited  as  a  result  of  the 
trade-agreements  program.  Agriculture  as  a 
whole  has  received  important  concessions  which 
should  expand  its  foreign  markets  in  the  coun- 
tries with  which  we  have  made  agreements. 

The  extraordinary  obstacles  and  difficulties 
which  exporters  face  in  foreign  markets  under 
current  conditions  are,  I  am  sure,  known  to  all 
of  you.  Under  the  circumstances  confronting 
us  in  the  world  today  there  appears  to  be  no 
way  of  improving  these  conditions  except  that; 
of  making  trade  agreements  with  foreign  coun- 
tries. The  control  of  foreign  trade  has  be-; 
come  of  late  so  onerous,  and  the  regulations  so 
obstructive,  that  it  has  become  imperative  for 
countries  to  sit  down  around  a  common  table 
and  discuss  ways  and  means  of  expanding  the 
trade  between  them.  This  is  precisely  what  we 
are  now  engaged  in  doing.  Our  Government's 
economic  program,  by  combining  the  favored; 
nation  policy  with  the  bilateral  trade  method! 
seeks  to  drive  down  trade  barriers  throughout 
the  world,  and  also  to  develop  both  triangulai 
and  multilateral  trade. 

When  two  countries  come  together  and  dis- 
cuss ways  and  means  of  improving  their  trade 
it  is  natural  that  each  should  seek  to  obtain  as 
large  a  share  in  the  market  of  the  other  country 
as  possible.  At  first  thought  it  might  appeal 
that  the  natural  way  to  accomplish  this  enc 
would  be  for  each  country  to  grant  the  othei 


■references  in  its  market.  This,  in  fact,  is  what 
wo  did  in  our  trade  agreement  with  Culm.  We 
wore  free  to  make  a  preferential  agreement 
with  Cuba  because  foreign  countries  have  rec- 
Ignized  in  their  treaties  with  us  (hat  the  rela- 
tions of  Cuba  witli  the  Qnited  States  arc  of  a 
special  character  growing  out  of  close  historical 
connections.  We  on  our  part  also  recognize 
certain  special  cases  of  a  similar  sort  in  which 
we  offer  no  objections  to  similar  arrangements 
made  by  foreign  countries. 

In  order  to  protect  our  foreign  trade  in  gen- 
eral, however,  with  minor  exceptions  such  as 
those  noted,  it  is  important  that  our  exports 
should  be  on  an  equal  footing  with  all  foreign 
exports  in  the  markets  of  the  world.  If  for- 
eign countries  make  preferential  arrangements 
between  each  other,  excluding  our  exporters 
from  the  advantages  thus  granted,  it  is  clear 
that  our  export  trade  will  seriously  suffer. 
Indeed,  in  a  number  of  cases  American  export- 
ers now  face  just  such  disadvantages.  One  of 
the  important  purposes  of  our  trade-agree- 
ments program  is  to  assure  American  exports 
equal  opportunity  throughout  the  world  so  that 
our  export  trade  will  be  on  exactly  as  favorable 
a  footing  as  that  of  any  competing  country. 

I  am  sure  you  will  all  agree  that  American 
exporters  of  many  agricultural  products,  in- 
cluding apples,  as  well  as  exporters  of  indus- 
trial products,  such  as  automobiles  and  machin- 
ery, are  thoroughly  prepared  to  obtain  a  sub- 
stantial share  of  the  total  business  in  each  mar- 
ket of  the  world,  provided  nondiscriminatory 
arrangements  have  been  adopted.  Under  con- 
ditions of  equal  opportunity  they  know  in  ad- 
vance that  they  can  compete  successfully  with 
the  exporters  of  other  countries. 

But,  someone  will  say,  why  can  we  not  make 

preferential  agreements  with  every  country  so 

that  our  traders  will  have  an  advantage  over 

i  those  of  our  competitors  in  other  countries? 

Why  not  get  more  than  equality  of  treatment 


for  our  exporters?  Why  not  secure  for  them 
special  advantages  and  privileges  over  those  of 
competing  countries  ?  The  answer  is  that  while 
it  is  a  simple  matter  to  make  a  preferential 
arrangement  with  one  country,  it  is  difficult, 
if  not  impossible,  to  make  preferential  arrange- 
ments with  all  countries.  If  we  secure  prefer- 
ences, we  must  also  grant  preferences.  But  the 
minute  that  you  grant  a  preference  to  one  coun- 
try, other  countries  naturally  object.  In  other 
words,  it  is  impossible  to  grant  preferences 
without  discriminating  against  and  hurting 
other  countries.  We  might  give  one  country  a 
preference  in  one  article  and  another  country  a 
preference  in  another  article.  But  the  coun- 
tries that  are  discriminated  against  by  this 
process  will  naturally  not  be  very  happy  about 
it.  They  will  naturally  try  to  retaliate.  If  a 
country  feels  itself  aggrieved  by  the  fact  that  j 
we  have  given  unusual  preferences  to  other 
countries,  it  will  naturally  seek  to  divert  trade  1 
which  we  formerly  enjoyed.  This  is  the  one 
great  world  economic  handicap  today.  In 
short,  the  game  of  handing  out  preferences  all  ] 
around  is  not  an  easy  one  and  is  likely  to  cause  tt 
an  immense  amount  of  ill  feeling. 

It  is  frequently  asserted  that  the  most-fa- 
vored-nation rule  is  primarily  a  theoretical 
conception  different  from  the  practical  methods 
and  principles  on  which  business  men  conduct  j 
trade  with  each  other.  The  most-favored-  '] 
nation  principle  is  at  bottom  merely  one  appli- 
cation of  an  idea  that  we  find  it  necessary  to 
apply  extensively  in  many  spheres  of  life;  it 
is  the  conception  and  practice  of  the  same  treat- 
ment for  all  parties  who  have  a  right  to  expect 
the  same  treatment.  This  conception  lies  at  the 
base  of  the  administration  of  justice.  We 
carry  it  into  our  ordinary  life.  For  example,  in 
our  family  relations,  parents  find  it  wise  in 
many  major  respects  to  treat  all  their  children  i 
alike ;  any  other  course  is  almost  bound  to  give 
rise  to  dissension  and  reproach  even  within  the 


family.  In  short,  this  endeavor  of  the  Ameri- 
can Government  to  secure  Prom  other  govern- 
ments no  less  favorable  treatment  for  American 
Business  interests  than  is  given  the  interests  of 
other  governments,  and  the  willingness  of  the 
American  Government  to  extend  such  treat- 
Bent,  is  merely  one  application  of  a  rule  and 
practice  that  is  found  indispensable  in  many 
phases  of  life.  It  is  a  practical  way  of  manag- 
ing  many  phases  of  life  satisfactorily.  Natu- 
rally, in  this  field  as  in  other  fields,  the  rule 
represents  only  rough  justice.  Naturally  also, 
it  has  its  limits  and  exceptions.  It  can  be 
vitiated  if  the  identical  treatment  extended  is 
unsatisfactory,  but  it  forms  the  most  practi- 
cable and  the  most  easily  applied  basis  for 
conducting  our  commercial  relations. 

American  exporters  are  not  afraid  of  their 
chances  in  foreign  markets  if  they  could  only 
3e  given  equality  of  treatment  with  their  com- 
petitors. The  game  of  trading  advantages, 
which  has  increased  during  the  depression,  has 
Mily  resulted  in  destroying  more  and  more  for- 
eign trade.  If  we  are  to  improve  our  foreign 
;rade,  we  must  bend  every  effort  to  break  down 
-he  discriminations  that  now  exist  against 
American  commerce  and  to  secure  absolute 
iuality  of  treatment. 

This  is  precisely  and  exactly  what  is  meant 
ry  the  most-favored-nation  policy.  The  term 
'  most-favored-nation  "  is  an  unfortunate  ex- 
pression and  is  much  misunderstood.  What  it 
■jeans  is  that  when  we  make  an  agreement  with 
ny  single  country  giving  their  traders  more 
avorable  treatment  on  certain  commodities 
han  was  hitherto  accorded,  we  will  give 
qually  favorable  treatment  to  any  other  coun- 
iry  which  does  not  discriminate  against  us.  In 
ther  words,  we  will  give  all  countries  which 
reat  us  fairly  as  good  treatment  as  that  given 
he  most-favored-nation.  I  repeat  that  this 
'xpression  is  cumbersome  and  complex.  As  a 
hrase  it  has  long-established  traditions.     It 
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would,  however,  be  much  better  If  we  substi- 
tuted for  this  phrase  the  term  "  equality  of 
treatment  ",  for  that  is  exactly  what  it  means. 

Is  there  any  one  of  you  who  would  say  that 
we  should  not  strive  for  equality  of  treatment  j 
for  our  exports  in  the  markets  of  the  world?! 
If  we  seek  equality  of  treatment,  we  must  alsol 
grant  equality  of  treatment.  As  a  business] 
proposition  we  cannot  afford  to  make  prefer- 1 
ential  arrangements  which  discriminate  against  ;] 
other  countries  and  result  in  retaliation  against'] 
our  own. 

If  foreign  countries  will  not  give  us  equality I 
of  treatment,  there  is  no  reason  why  we  should 
give  them  equality  of  treatment.  This  also  is 
what  the  most-favored-nation  policy  stands  for. 
The  lower  tariff  rates  which  we  grant  in  our 
trade  agreements  we  gladly  extend  to  other 
countries  which  give  us  the  benefit  of  as  low 
rates  as  those  granted  to  any  other  country. 
But  if  foreign  countries  discriminate  against 
our  commerce,  there  is  no  reason  why  they 
should  enjoy  the  lower  rates  which  we  accord 
the  countries  with  whom  we  make  trade  agree- 
ments. 

But,  you  say,  if  we  extend  the  lower  rates  tci 
all  countries,  we  shall  have  given  all  our  favors 
away  in  the  first  trade  agreement.  No,  this  is 
not  the  case.  For  example,  in  our  trade  agree- 
ment with  Belgium  we  made  tariff  reductions 
only  on  those  commodities  of  which  Belgium^ 
is  a  leading  supplier  in  our  market.  In  other 
words,  we  carefully  select  the  commodities  and 
know  in  advance  just  what  the  effect  of  the; 
trade  agreement  in  this  respect  will  be.  When 
we  made  a  trade  agreement  with  Sweden,  we 
were  concerned  primarily  with  the  items  in 
which  Sweden  is  a  leading  or  important  sup- 
plier. Likewise,  any  country  with  which  we 
make  a  trade  agreement  is  chiefly  interested  in 
the  items  in  which  we  are  leading  or  important 
suppliers.  In  the  case  of  apples  we  find  that 
the  United  States  supplies  practically  all  oi 


Canada's  imports  of  fresh  apples.  We  have 
been  for  many  years  the  principal  supplier  of 
fresh  apples  and  pears  on  the  French  market, 
in  1934  supplying  80  percent  ;  in  the  case  of  the 
Netherlands,  we  supplied  over  T'2  percent  of 
the  value  of  her  imports  of  fresh  apples  and 
pears;  Belgium,  64  percent:  and  in  the  ease  of 
Sweden  we  are  also  the  principal  supplier. 

Thus,  every  trade  agreement  is  concentrated 
upon  those  items  of  trade  which  are  of  chief 
importance  to  the  particular  country  in  ques- 
tion. For  this  reason  it  is  possible  to  make 
worth-while  trade  agreements  and  still  give 
every  country  which  does  not  discriminate 
against  us  the  benefit  of  the  lower  rates  made 
in  each  trade  agreement. 

I  am  happy  to  be  able  to  cite  some  of  the 
particular  advantages  which  the  trade  agree- 
ments have  brought  to  your  industry,  but  it  is 
even  more  agreeable  to  know  that  your  organi- 
zation believes  in  this  program.  The  task  of 
opening  foreign  markets  is  only  started.  In 
addition  to  the  five  agreements  that  have  been 
concluded,  13  additional  agreements  are  under 
discussion.  These  include  Switzerland,  Hol- 
land, Finland,  Italy,  France,  and  Spain,  in 
Europe;  and  in  the  New  World,  Canada,  Co- 
lombia, and  several  Central  American  coun- 
tries. The  accumulating  effects  of  these  va- 
rious agreements,  and  others  to  follow,  will,  I 
am  sure,  be  very  material  for  your  industry. 
The  objective  cannot  be  reached  at  once.  Ic 
requires  hard  and  patient  efforts  to  reverse  the 
forces  which  have  been  set  in  motion  over  so 
many  years  and  wThieh  have  brought  world 
trade  w^ellnigh  to  a  standstill.  It  will  take 
time  to  break  down  the  discriminations  that 
exist  and  to  reestablish  equality  of  treatment 
in  world  commerce  and  to  remove  the  many 
artificial  obstacles  which  now  obstruct  Ameri- 
can exports.  However,  I  can  say  with  a  good 
deal  of  assurance  that  in  the  give-and-take  of 
the  negotiations  which  have  thus  far  been  under 


way,  there  is  evident  an  earnest  desire  by  all 
countries  to  reverse  the  past  trends,  to  liberalize 
trade  conditions,  and  thereby  to  lay  a  sound 
foundation  for  general  world  prosperity  from 
which  each  nation,  and  not  least  our  own,  will 
benefit  and  prosper.  Economic  security,  both 
at  home  and  abroad,  is  dependent  upon  the  ex- 
pansion of  world  trade,  and  it  is  toward  this* 
goal  that  your  Department  of  State  is  unceas- 
ingly striving. 
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SANITARY    CONVENTION    BETWEEN 

THE  UNITED  STATES  AND 

ARGENTINA 

\The  Secretary  of  State  (Hull)  to  the  Gfiair- 
num  of  the  Senate  Foreign  Relations  Com- 
m  it  tee  ( Pittnvm  ) x 

Department  of  State, 

Washington,  August  20,  1935. 

My  Dear  Senator  Pittman  :  In  view  of  the 
widespread  misapprehension  which  has  arisen 
concerning  the  sanitary  convention  between  the 
United  States  and  Argentina,  signed  May  24, 
1935,  (Executive  O,  74th  Congress,  1st  Ses- 
sion), I  am  writing  this  letter  requesting  that 
the  text  of  that  instrument  be  made  public 
by  the  Senate  before  adjournment,  so  that 
interested  parties  may  have  an  opportunity  to 
examine  it  thoroughly.  The  text  has  already 
been  made  public  in  Argentina. 

Numerous  inquiries  addressed  to  me  contain 
mistakes  of  fact  which  I  hope  will  be  cor- 
rected by  the  publication  of  the  text.  Many 
correspondents  do  not  realize  that  the  conven- 
tion covers  only  sanitary  measures  affecting 
plant  and  animal  products  and  that  it  does  not 
|  relate  to  live  animals,  or  to  the  duties  on  either 
(animals  or  plant  or  animal  products.  The 
[embargo  against  live  animals  from  all  parts 
of  Argentina  will  not  be  changed  in  any  par- 
ticular by  the  convention. 

One  of  the  chief  objects  of  the  trade  agree- 
ments program  is  to  restore  and  promote  the 
[exportation  of  our  great  agricultural  surpluses, 
such  as  hog  and  corn  products,  tobacco,  cot- 
iton,  fruits,  and  other  commodities.  Many 
[nations  have  erected  import  restrictions  and 
barriers  against  these  commodities  by  way  of 
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retaliation  against  measures  adopted  by  th{ 
United  States  which  they  consider  excessivd 
and  arbitrary.  International  trade  cannot  b< 
restored  until  unreasonable  barriers,  both  herd 
and  abroad,  have  been  removed. 

A  serious  barrier  to  international  trade  I 
found  in  sanitary  measures  which  restric, 
trade  more  than  is  necessary  to  accomplish  th< 
purposes  for  which  they  are  imposed.  Foi 
example,  on  January  22,  1929,  the  Unitet 
Kingdom  placed  an  embargo  on  animals,  hay] 
straw  and  alfalfa  meal  imported  from  Colo' 
rado.  The  reason  given  for  the  embargo  was 
an  epidemic  of  foot-and-mouth  disease  ther 
prevalent  in  California.  Protests  were  made 
and  following  the  determination  of  the  fad 
that  the  disease  was  restricted  to  California 
the  embargo  on  products  of  Colorado  was 
lifted  in  February  of  that  year.  On  May  I 
1932,  because  of  an  outbreak  of  f oot-and-moutri 
disease  in  California,  an  order  was  issued  irj 
the  United  Kingdom  prohibiting  import atiorj 
of  live  ruminants,  swine,  hay  and  straw  from 
any  part  of  the  United  States.  On  May  211 
it  having  been  discovered  that  the  outbreak 
was  local  to  California,  an  amending  order 
was  issued  limiting  the  prohibition  to  prod-r 
ucts  originating  in  California.  In  the  mean-j 
time,  however,  the  application  of  the  prohibit 
tion  to  the  whole  of  the  United  States  had 
acted  to  the  detriment  of  noninfected  districts; 
I  cite  these  examples  to  show  the  harmful 
effects  of  embargoing  products  of  a  whole; 
country  when  only  part  of  that  country  e 
subject  to  infectious  or  contagious  disease.  It 
is  difficult  to  make  representations  against  such 
practices  by  foreign  countries  when  we  our- 
selves have  a  section  of  the  Tariff  Act  which 
appears  to  foreign  countries  to  be  a  glaring 
example  of  such  legislation.  Our  own  prac- 
tice is  even  less  defensible  than  the  examples 
which  I  have  cited,  when,  as  in  the  case  of 
Argentina,  the  embargo  on  meat  applies 
against  a  lan?e  section  of  a  country  which  our 


own  experts  hold  to  be  free  from   foot-and- 
mouth  disease. 

Ratification  of  the  sanitary  convention  with 
Argentina  would  be  in  keeping  with  the  prin- 
ciple expressed  in  a  resolution  adopted  at  the 
Fourth  Pan  American  Commercial  Confer- 
ence  which  met  in  Washington  during  Octo- 
ber, 1931.    This  resolution  reads : 

"  1.  To  acknowledge  as  fundamental  prin- 
ciples that  sanitary  police  regulations  effective 
at  the  present  time,  or  enacted  in  the  future  to 
regulate  the  inter-American  traffic  of  vege- 
table and  animal  products,  must  not  have  in 
their  practical  application  the  character  of 
protective  customs  measures. 

"2.  That  in  the  application  of  all  restric- 
tions of  a  sanitary  nature  in  the  inter- Ameri- 
can traffic  of  animal  and  vegetable  products, 
in  order  to  determine  the  origin  of  the  prod- 
uct, the  term  "  infected  zones  "  be  used  instead 
of  ft  infected  countries  " ;  upon  condition  that 
the  country  of  origin  give  all  necessary  facili- 
ties to  determine  its  sanitary  condition. 

"3.  To  recommend  to  the  American  coun- 
tries the  negotiation  of  agreements  for  the  reg- 
ulation of  the  foregoing  principles." 

The  convention  with  Argentina  would  not 
deprive  this  Government  of  the  right  to  impose 
the  most  rigid  sanitary  embargo  against  every 
f foot  of  territory  which  this  Government  judges 
I. to  be  affected  with  or  exposed  to  foot-and- 
mouth  disease.  This  convention  was  nego- 
tiated with  the  assistance  of  experts  of  the 
(Bureau  of  Animal  Industry  and  the  Division 
(of  Plant  Quarantine  of  the  Department  of 
Agriculture.  The  Department  of  Agriculture 
stated  that  there  is  understood  to  be 

I  nothing  in  the  convention  which  will  mate- 
!  rially  affect  import  regulations  of  the  Depart- 
ment  aside   from   those   based   upon   Section 
306(a)  of  the  Tariff  Act  of  1930,  relating  to 
fresh  and  frozen  meats  and  that  in  respect  to 
i  these,   ratification    of    the    convention    would 
?  merely  remove  from  the  prohibition  of  that 
section  such  meats  originating  in  the  remote 
!  region  known  as  Patagonia  which  at  present 
■  is  considered  to  be  free  from  dangerous  dis- 
eases of  livestock." 


Foot-and-mouth  disease,  the  Department  k 
reliably  informed  by  the  experts  of  the  De; 
partment  of  Agriculture,  has  never  been  knowi 
to  occur  in  Patagonia  during  the  thirty  yeani 
that  records  have  been  kept.  That  territory 
is  amply  protected  from  exposure  to  the  dis- 
ease by  deserts,  mountains  and  the  sea.  Con- 
trol is  simple  because  of  the  few  points  of 
export.  It  is  planned  that  the  experts  of  the 
Department  of  Agriculture  will  periodically] 
reexamine  the  situation  in  all  territories  in 
Argentina  to  determine  their  freedom  from 
diseases  and  exposure  to  diseases. 

The  effect  of  the  convention  with  Argen- 
tina will  be  to  restore  insofar  as  concerns  that 
country,  the  provisions  of  the  first  sanitary 
embargo  that  was  imposed  by  our  Department 
of  Agriculture  in  January,  1927,  under  Order 
298,  which  authorized  the  prohibition  of  im- 
ported meats  from  any  part  of  the  world, 
whether  from  a  country  or  a  region  or  area 
of  a  country,  but  which  permitted  imports 
from  uninfected  areas  of  a  country.  This; 
order  of  the  Department  of  Agriculture  con- 
tinued in  operation  until  the  Smoot-Hawley: 
Act  wrote  it  into  law,  but  so  enlarged  it  that 
embargoes  are  required  against  every  part  of 
a  country  in  which  infection  exists  or  which 
has  been  exposed  to  infection,  even  though 
well-defined  areas  of  the  country  were  known' 
never  to  have  been  affected  with  or  exposed  to; 
the  foot-and-mouth  or  any  other  objectionable' 
disease. 

The  effects  of  the  convention  on  imports 
into  the  United  States  of  meat  from  freezing 
establishments  only  in  Patagonia,  which  is 
almost  exclusively  a  sheep-raising  territory, 
would  be  negligible.  A  careful  study  of  the 
possibility  of  Patagonia's  exporting  lamb  and 
mutton  to  the  United  States  was  made  in  con- 
nection with  this  convention.  There  are  only 
three  plants  in  Argentine  Patagonia  physically 
equipped  for  exportation  to  the  United  States 


market.     The  market   is,  for  reasons  of  con- 
tainers'  prejudices,  regarded   as   impractical, 

ami  the  market  for  lamb  would  not  be  on  a 
eommercial  basis  owing  to  the  short  killing 
season  in  Patagonia  from  mid-February  to 
mid-April,  which  does  not  coincide  with  the 
favorable  season  for  frozen  lamb  in  New  York 
and  other  coastal  cities,  ranging  from  mid- 
November  to  mid-March.  Without  any  charge 
for  overhead,  but  including  American  import 
duties  on  lambs,  the  cost  of  Patagonian 
frozen  lambs  c.  i.  f .  New  York  is  14  cents  per 
pound  dressed  weight,  whereas  current  c.  i.  f. 
prices  are  12%  cents  to  14!/2  cents.  The  neces- 
sary overhead  charge  for  profitable  operation 
is  estimated  at  5  cents  per  pound  dressed 
weight  which  would  increase  the  c.  i.  f .  New 
York  price  to  19  cents.  Regular  steamers  now 
i  serving  Patagonian  ports  have  refrigerating 
capacity  for  only  25  tons  weekly. 

London  is  the  natural  market  for  Patago- 
nian lamb.     The  price  differential  for  Pata- 
gonian meat   in   New   York   and  London   is 
strongly  in  favor  of   shipments  to  London. 
'The  duty  on  lamb  meat  imported  into  the 
|'  United  States  is  seven  cents  per  pound,  while 
I  such  meat  enters  Great  Britain  free  of  duty. 
Allow  me  also  to  invite  your  attention  to  the 
state  of  our  trade  with  Argentina. 

Prior  to  1930,  Argentina  was  one  of  the  most 
important  of  our  foreign  markets.     In  1929 
our  exports  to  that  country  were  valued  at 
I  $210,288,027,  while  our  imports  of  Argentine 
I  products  amounted  to  $117,581,273.    The  tariff 
[  increases   and  the   sanitary   embargo   in  the 
Tariff  Act  of  1930  reduced  Argentine  exports 
to  the  United  States.    Since  that  Act  came  into 
force,  Argentina  has  changed  her  former  pol- 
icy of  opening  her  markets  on  equal  terms  to 
all  countries  to  a  policy  of  "  buy  from  those 
[  who  buy  from  us  ".    The  carrying  out  of  this 
policy  has  naturally  adversely  affected  Amer- 
'  ican    exporters.    Exports    from    the    United 
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States  to  Argentina  in  1934  were  valued  at 
only  $42,696,263  and  imports  amounted  to  only 
$29,487,327. 

American  cattle  raisers  have  a  vital  interest 
in  the  removal  of  unreasonable  trade  barriers 
3ind  in  whatever  can  be  done  to  increase  the 
sale  and  export  of  American  meats.  The  do- 
mestic purchasing  power  of  consumers  of  beef 
and  beef  products  is  much  reduced  when  pro- 
ducers of  agricultural  and  other  surpluses  are 
'shut  off  from  foreign  markets.  It  is  clearly 
of  interest  to  American  producers  of  surplus 
agricultural  products  to  do  away  with  unfair 
and  artificial  trade  barriers  which  have  proved 
to  be  a  boomerang  and  have  prevented  access 
to  foreign  markets,  especially  when  no  injus- 
tice is  done  to  American  cattle  raisers. 

It  is  the  Department's  considered  belief  that 
opposition  to  this  convention  by  stock-raising 
groups  would  be  a  shortsighted  policy  which 
would  in  the  long  run  prove  of  grave  cost  to 
American  agriculture  as  a  whole.  The  failure 
to  ratify  this  convention  and  the  persistence 
in  an  embargo  from  the  whole  of  Argentina 
on  sanitary  grounds,  when  the  experts  of  the 
Department  of  Agriculture  recognize  that  it 
is  without  foundation  so  far  as  Patagonia  is 
concerned,  would  be  taken  as  notice  that  this 
Government  does  not  intend  to  deal  fairly  or 
frankly  in  trade  matters.  We  cannot  afford 
to  acquire  such  a  reputation. 

In  conclusion,  it  may  be  stated  that  the 
Department  has  given  the  most  thorough  con- 
sideration to  every  phase  of  this  matter.  It 
has  consulted  every  available  expert  in  the 
Government  service  and  has  obtained  reports 
from  its  consular  officers  in  Argentina.  Im- 
ports which,  as  stated,  would  be  negligible  in 
any  event  would  come  only  from  an  area  which 
the  records  of  the  past  thirty  years  show  to 
have  been  free  from  foot-and-mouth  disease, 
and  the  experts  of  the  Department  of  Agri- 
culture would  pass  upon  each  shipment  on  its 
arrival  at  a  port  of  this  country. 


It  is  not  planned  to  enter  into  a  similar  con- 
■ention  with  any  other  country  and  if  the 
iuestion  should  arise  such  a  convention  would 
not  be  signed  with  another  country  unless  i< 
was  clearly  shown  that  parts  of  its  territory 
pere  entirely  unaffected  by  and  unexposed  to 
Infection  by  rinderpest  and  foot-and-mouth 
disease.  The  Department  considers  that  this 
convention  is  outside  the  scope  of  the  most- 
favnvd-nation  clause  of  every  treaty  to  which 
the  United  States  is  a  party.  It  is  for  all  of 
the  foregoing  reasons,  as  well  as  in  order  to 
remove  a  measure  which  is  so  unfair  to  Argen- 
tina and  has  been  productive  of  ill  will  and 
economic  retaliation  in  our  relations  with  that 
country,  that  I  earnestly  support  this  conven- 
tion. 

If  you  perceive  no  objection,  I  should  be 
glad  if  this  letter  might  be  read  into  the  Con- 
gressional Record  in  order  that  the  foregoing 
statements  may  be  brought  to  the  attention 
of  persons  interested  in  the  convention. 
Sincerely  yours, 

Cordell  Hull 

The  Honorable 
Key  Pittman, 

United  States  Senate. 
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Sanitary  Convention  between  the  United 
States  and  Argentina,  Signed  May  2L 
1936 

The  United  States  of  America  and  the  Re- 
public of  Argentina,  being  desirous  of  coop- 
erating to  prevent  the  introduction  and  spread 
of  infectious  and  contagious  plant  and  animal 
diseases  and  of  insect  pests,  have  agreed  to 
conclude  a  convention  for  that  purpose,  and 
have  appointed  as  their  respective  plenipoten- 
tiaries : 

The  President  of  the  United  States  of  Amer- 
ica: Mr.  Cordell  Hull,  Secretary  of  State  of 
the  United  States  of  America ; 

The  President  of  the  Republic  of  Argentina : 
His  Excellency  Dr.  Felipe  A.  Espil,  Ambassa- 
dor Extraordinary  and  Plenipotentiary  of  the 
Republic  of  Argentina  at  Washington; 

Who,  having  communicated  to  each  other 
their  respective  full  powers,  found  to  be  in 
good  and  due  form,  have  agreed  upon  the  fol- 
lowing articles: 

Article  I 

The  Government  of  the  United  States  of 
America  and  the  Government  of  the  Republic 
of  Argentina  will  notify  each  other  promptly, 
through  the  usual  diplomatic  channels,  of  the 
appearance  and  extent  of  plant  and  animal 
diseases  and  of  insect  pests  dangerous  +o 
human,  animal  or  plant  life. 

Article  II 

The  two  Contracting  Governments  will  ex- 
change the  official  regulations,  periodicals,  and 
other  publications  that  may  be  issued  in  the 
respective  countries  on  the  subject-matter  of 
this  Convention  and  likewise  information  con- 
cerning changes  and  substitutions  which  may 
be  developed  in  the  methods  of  prophylaxis, 
control,  and  care  of  plant  and  animal  diseases 
and  insect  pests. 

Each  Government  will  permit  visits  to  or 
stationing  in  its  territories  of  experts  and  rep- 
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resent  at  ives  of  the  other  Government  for  the 
purpose  of  studying  and  observing  on  the 
ground  the  existence,  distribution  and  methods 
of  control  and  eradication  of  such  diseases  and 
pests  as  may  appear  in  its  territory.  Each 
Government  will  facilitate,  so  far  as  possible, 
the  studies  and  observations  of  the  experts  or 
representatives  of  the  other  Government. 

Article  III 
Each  Contracting  Party  recognizes  the 
right  of  the  other  Party  to  prohibit  the  impor- 
tation of  animal  or  plant  products,  originating 
in  or  coming  from  territories  or  zones  which 
the  importing  country  considers  to  be  affected 
with  or  exposed  to  plant  or  animal  diseases  or 
insect  pests  dangerous  to  plant,  animal  or 
human  life,  until  it  has  been  proved  to  the 
satisfaction  of  the  Party  exercising  such  right 
that  such  territory  or  zone  of  the  other  Party 
is  free  from  such  contagion  or  infestation  or 
exposure  to  contagion  or  infestation.  Neither 
Contracting  Party  may  prohibit  the  importa- 
tion of  animal  or  plant  products  originating  in 
and  coming  from  territories  or  zones  of  the 
other  country  which  the  importing  country 
finds  to  be  free  from  animal  or  plant  diseases 
or  insect  pests  or  from  exposure  to  such  dis- 
eases or  pests,  for  the  reason  that  such  diseases 
or  pests  exist  in  other  territories  or  zones  of 
the  other  country. 

Article  IV 
Certificates  of  origin  or  inspection  of  plant 
and  animal  products,  issued  by  duly  authorized 
sanitary  officials  of  either  of  the  contracting* 
countries,  shall  be  accepted  by  the  authorities 
of  the  other  country  as  proof  of  such  origin 
or  inspection,  as  the  case  may  be,  but  the  issu- 
ance of  such  certificates  by  the  authorities  of 
one  of  the  contracting  countries  shall  not  pre- 
:  elude  further  inspection  of  the  products  by  the 
authorities  of  the  other  country,  or  further 
investigation  with  respect  to  them,  to  deter- 
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mine  their  freedom  from  infection  or  infesta 
tion   or  exposure   to   disease   or   insect   pests, 
before  entry  is  permitted. 

Article  V 

The  Government  of  the  United  States  of 
America  or  the  Government  of  the  Republic 
of  Argentina,  as  the  case  may  be,  will  accord 
sympathetic  consideration  to  such  representa- 
tions as  the  other  Government  may  make  re- 
garding the  application  of  sanitary  laws  and 
regulations  for  the  protection  of  human, 
animal,  or  plant  life. 

In  the  event  that  the  Government  of  either 
of  the  contracting  countries  makes  representa- 
tions to  the  Government  of  the  other  country 
in  respect  of  the  application  of  any  sanitary 
law  or  regulation  for  the  protection  of  human, 
animal  or  plant  life,  and  if  there  is  disagree- 
ment with  respect  thereto,  a  committee  of  tech- 
nical experts  on  which  each  Contracting  Gov- 
ernment will  be  represented  shall,  on  the  re- 
quest of  either  Government,  be  established  to 
consider  the  matter  and  to  submit  recommen- 
dations to  the  two  Governments. 

Whenever  practicable  each  Government,  be- 
fore applying  any  new  measure  of  a  sanitary 
character,  will  consult  with  the  Government 
of  the  other  country  with  a  view  to  insuring 
that  there  will  be  as  little  injury  to  the  com- 
merce of  the  latter  country  as  may  be  con- 
sistent with  the  purpose  of  the  proposed  meas- 
ure. The  provisions  of  this  paragraph  do  not 
apply  to  actions  affecting  individual  shipments 
under  sanitary  measures  already  in  effect  or 
to  actions  based  on  pure  food  and  drug  laws. 

Article  VI 

This  Convention  shall  be  ratified  and  the 
ratifications  shall  be  exchanged  at  the  city  of 
Washington  as  soon  as  possible. 

The  Convention  shall  come  into  force  on  the 
day  of  exchange  of  ratifications  and  shall  re- 
main in  force  until  sixty  days   after  either 
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Contracting  Party  shall  have  given  notice  to 
the  other  Party  of  its  intention  to  terminate 
the  Convention. 

In  witness  whereof  the  respective  Pleni- 
potentiaries have  signed  the  present  Conven- 
tion  and   have   affixed   thereto   their   seals. 

Done  in  duplicate,  in  the  English  and  Span- 
ish languages,  at  the  city  of  Washington  this 
twenty-fourth  day  of  May  in  the  year  of  our 
Lord  one  thousand  nine  hundred  and  thirty- 
five. 

CORDELL  HULL  [  SEAL  J 

Felipe  A.  Espil     [seal] 
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THE  FOREIGN  TRADE 
OF  THE  UNITED  STATES » 

Figures  made  public  by  the  Department  of 
Commerce  a  few  clays  ago  indicate  that  for  the 
;  first  time  in  a  generation  we  are  approaching 
a  point  where  our  commodity  imports  and  ex- 
ports will  approximately  balance.  I  suppose 
it  is  a  truism  that,  as  in  the  case  of  all  domestic 
trade  interchanges,  in  the  long  run  the  receipts 
and  the  out-payments  of  the  participants  must 
be  in  balance;  otherwise  interchange  breaks 
down.  The  real  question  which  is  of  vital  con- 
cern is  at  what  level  and  by  what  methods 
our  foreign-trade  accounts  are  being  brought 
into  balanced  adjustment.  It  is  profoundly 
important  for  the  welfare  of  the  world  that 
American  business  men  generally  appreciate 
and  understand  the  principles  and  the  proc- 
esses involved. 

Changed  conditions  following  in  the  wake 
of  the  Industrial  Revolution,  as  has  often  been 
pointed  out,  have  vitally  altered  the  nature  of 
wealth.  National  wealth  today  depends  on 
more  than  mere  possession  of  goods.  The 
value  of  our  cotton,  our  wheat,  our  lard,  our 
automobiles,  and  the  like  is  vitally  affected 
and  determined  by  the  extent  of  available 
markets.  Value  attaches  to  goods  because  they 
can  be  exchanged  for  other  goods.  A  nation's 
wealth  is  as  vitally  dependent  upon  the  posses- 
sion of  markets  to  which  its  goods  have  access 
as  upon  the  possession  of  the  goods  themselves. 
In  a  word,  national  wealth  depends  upon 
trade.  Cripple  a  nation's  trade,  and  you 
strike  directly  at  its  wealth.  To  the  extent  that 

Address  delivered  by  the  Honorable  Francis  B. 
Sayre,  Assistant  Secretary  of  State,  before  the  Chi- 
cago World  Trade  Conference,  at  the  Palmer  House, 
Chicago,   111.,   Oct.   23,   1935,   at   6:30  p.m. 
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you  strip  a  nation  of  its  export  markets,  you 
reduce  thereby  its  national  income. 

That  this  is  true,  our  own  experience  since 
the  war  has  given  dramatic  and  tragic  proof. 
Speaking  broadly,  under  normal  conditions 
we  use  in  this  country  less  than  45  percent  of 
cur  ordinary  cotton  crop;  unless  we  can  ex- 
change the  remaining  55  percent  abroad  for 
other  goods,  the  value  of  the  entire  cotton  crop 
is  shattered.  Similarly,  the  maintenance  of  a 
normal  price  return  for  our  leaf -tobacco  pro- 
duction depends  upon  the  retention  of  foreign 
markets  for,  roughly,  35  percent  of  our  ordi- 
nary crop.  In  the  same  way,  to  maintain  nor- 
mal prices  for  our  entire  production  we  must 
sell  abroad,  roughly,  26  percent  of  our  lard, 
20  percent  of  our  rice,  40  percent  of  our  dried 
fruits,  about  60  percent  of  our  rosin  and  tur- 
pentine, 30  percent  of  our  lubricating  oils. 
In  the  case  of  our  manufactures  which  have 
been  developed  to  serve  foreign  markets,  such 
as  agricultural  implements  and  automobiles, 
a  loss  of  these  markets  means  unemployment 
and  direct  financial  loss.  Unquestionably  one 
of  the  substantial  causes  for  the  wide-spread 
suffering  and  unemployment  which  we  have 
been  experiencing  since  1929  has  been  the  loss 
of  our  foreign  markets.  To  restore  prosperity 
among  the  cotton  planters  of  the  South,  the 
corn  farmers  of  the  Middle  West,  the  wheat 
ranchers  of  the  Northwest,  the  fruit  growers 
cf  both  North  and  South,  and  the  factory 
workers  in  every  State,  we  must  sell  abroad 
more  cotton,  more  hog  products,  more  wheat, 
more  fruit,  more  automobiles,  and  more  ma- 
chinery. Increased  exports  mean  increased 
home  employment  and  increased  money  in  the 
pockets  of  American  consumers.  The  connec- 
tion is  close  and  direct  between  exports  and 
domestic  prosperity.  What  is  not  so  apparent 
at  first  sight  is  the  close  connection  between 
domestic  prosperity  and  imports. 

It  must  be  obvious  to  all  that,  broadly  speak- 
ing, no  nation  can  continue  indefinitely  to  buy 


more  than  ii  can  pay  for  either  with  the  pro- 
ceeds from  sales  of  goods  or  services  or  from 
its  foreign  investments.  True,  it  can  (ill  the 
gap  for  a  short  time  from  its  gold  stocks  or  by 
borrowing  abroad;  but  ultimately  its  gold 
stocks  will  be  consumed  and  its  credit  reduced 
to  a  point  where  further  continued  excesses  of 
purchases  over  sales  will  be  impossible.  The 
broad  fact  remains  that  a  nation's  purchases 
are  inescapably  limited  by  its  sales.  Unless 
the  people  of  a  nation  can  sell,  they  have 
neither  purchasing  power  nor  foreign  ex- 
change to  pay  for  the  goods  they  would  like 
to  buy. 

It  follows  that  foreign  nations  cannot  in- 
definitely continue  to  buy  goods  from  us  if 
they  cannot  sell  to  us.  Trade  depends  upon 
exchange.  Although  purchases  and  sales  may 
be  made  with  money  or  credit,  these  after  all 
are  only  media  of  exchange  by  which  the  seller 
in  one  market  may  buy  his  goods  in  another. 
We  in  the  United  States  cannot  sell  our  goods 
abroad  unless  we  buy  foreign  goods  in  ex- 
change. We  cannot  have  exports  without  im- 
ports. And  what  is  often  lost  sight  of,  the 
amount  of  the  one  cannot  but  be  roughly  de- 
termined by  the  other.  If  American  domestic 
prosperity  depends  upon  increased  exports,  it 
must  be  equally  dependent  upon  increased  im- 
ports. 

To  these  fundamental  principles,  which  seem 
axiomatic,  an  important  qualification  must  be 
added.  A  nation's  long-term  credits  or  in- 
debtedness will  have  its  effect  on  its  interna- 
tional balance  sheet,  and  this  effect  may  call 
for  considerable  excesses  of  imports  or  of  ex- 
ports for  an  extended  period  of  time. 
Whether  a  country's  foreign  trade  should  show 
an  excess  of  imports  or  of  exports,  and  the 
approximate  amount  of  the  excess,  should  be 
governed  in  the  long  run  by  the  state  of  the 
nation's  long-term  indebtedness  or  credits. 
International   accounts   must   be   in   balance. 
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Unless  there  is  reason  for  still  further  in- 
debtedness, a  debtor  nation  should,  generally 
speaking,  show  a  continuing  excess  of  exports 
and  a  creditor  nation  an  excess  of  imports. 

II 

In  the  light  of  these  fundamental  principles 
it.  is  interesting  to  examine  the  course  of  our 
own  foreign  trade.  Prior  to  the  World  War 
the  United  States  was  a  debtor  nation.  Up 
to  the  fourth  quarter  of  the  nineteenth  century  i 
we  were  buying  more  from  abroad  than  we 
were  selling.  We  were  busily  engaged  in  the 
material  development  of  our  country.  We 
needed  heavy  imports  of  finished  manufactures 
from  Europe  and  were  still  borrowing  capital 
from  abroad,  largely  in  the  form  of  finished 
goods.  During  the  last  quarter  of  the  century 
we  reached  the  point  where  we  could  main- 
tain a  continued  excess  of  commodity  exports. 
As  a  debtor  nation  we  came  to  speak  of  an 
excess  of  exports  over  imports  as  a  "  favor- 
able "  balance  of  trade.  It  was  favorable,  for ' 
it  thereby  reduced  our  annual  interest  charges 
and  our  total  indebtedness,  and  it  tended  to 
bring  our  international  accounts  into  the 
proper  kind  of  balance. 

Then  came  the  war,  and  with  it  our  position 
was  abruptly  and  drastically  changed.     From^ 
a  debtor  nation  we  became,  almost  overnight,  j 
the  greatest  creditor  nation  of  the  world.    In-  { 
stead  of  owing  Europe,  as  we  did  in  1914,  a  net 
amount  of  $3,000,000,000,  we  found  after  the 
war  that  a  net  amount  of  $16,000,000,000  was 
due  us  on  governmental  and  private  accounts. 

Our  financial  position  was  reversed  like  the 
turn  of  a  wheel.  Whereas,  before,  every  excess 
of  our  exports  over  imports  enabled  us  to  pay 
our  interest  or  reduce  our  indebtedness  abroad, 
created  exchange  on  the  side  of  the  ledger 
where  needed,  and  thus  made  it  possible  for 
the  nations  of  the  world  to  balance  their  in- 
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lernational  accounts  without  the  dislocation! 
consequent  upon  heavy  shipments  of  fold, 
lifter  the  war  every  excess  of  our  exports  over 
Imports  tended  to  increase  some  other  nations' 
Indebtedness  to  us,  created  exchange  on  the 
wrong  side  of  the  ledger,  and  necessitated 
shipments  of  gold  away  from  centers  where 
it  was  sorely  needed. 

But  unhappily  we  could  not  adjust  our 
modes  of  thinking  to  the  changed  conditions. 
The  psychology  that  had  been  built  up  for 
over  30  years  in  a  debtor  nation  was  too  strong 
to  be  reversed  wTith  the  speed  with  which  our 
financial  position  changed.  We  had  become 
essentially  "  export-minded."  We  could  not 
but  believe  that  an  excess  of  exports  inherently 
and  always  constitutes  a  "  favorable  "  balance 
of  trade. 

As  we  are  now7  beginning  to  realize,  inter- 
national debts  can  be  repaid  only  with  gold 
or  services  or  goods.  There  was  not  sufficient 
gold  in  Europe  with  which  to  pay  Europe's 
debt  to  the  United  States;  and  although  sub- 
stantial quantities  of  it  were  transferred  to 
our  shores,  our  own  interests  required  that 
European  gold  stocks  should  not  be  depleted 
to  a  point  where  European  currencies  would 
break  and  our  credits  become  valueless.  Only 
a  comparatively  small  part  of  the  European 
indebtedness  to  us  could  be  repaid  through 
services  rendered.  Thus  the  shipment  of  goods 
was  the  only  healthy  way,  if  indeed  it  w7as  not 
the  only  possible  way,  in  which  the  huge  in- 
debtedness to  us,  at  least  in  substantial  part, 
might  be  paid.  Obviously,  if  we  were  to  ob- 
tain payment  of  our  debts,  this  was  the  time 
to  lower  our  tariff  walls  and  increase  our 
imports. 

Unfortunately  we  did  exactly  the  reverse. 
In  1921  we  heightened  our  tariff  by  the  pas- 
sage of  the  Emergency  Tariff  Act,  and  in  1922 
we  raised  it  again  by  the  passage  of  the  Ford- 
ney-McCumber  Tariff  Act,  drawn  to  give  addi- 


tional  "  protection "  to  American  producers. 
Finally,  in  1930,  when  the  intense  strains  of 
mounting  European  debts  with  no  practicable 
means  of  liquidation  in  sight  were  threatening 
to  crack  European  financial  structures,  we  pro- 
ceeded, in  the  face  of  warnings  and  anxious 
protests  from  no  less  than  33  separate  coun- 
tries, to  pass  the  highest  tariff  act  in  our  his- 
tory, the  Hawley-Smoot  tariff.  In  the  eyes  of 
many  that  enactment  contributed  heavily  to 
causing  the  economic  break-down  and  the  en- 
suing depression. 

Ill 


The  chaotic  trade  conditions  which  led  to  the 
depression  through  which  we  are  now  strug- 
gling were  largely  the  result  of  the  World  War. 
Major  wars  of  necessity  disrupt  the  normal 
channels  of  international  trade.  From  1914 
to  1918  both  belligerent  and  neutral  countries, 
unable  to  buy  industrial  and  agricultural  prod- 
ucts in  accustomed  foreign  markets,  turned  to 
increased  and  intensified  home  production. 
After  the  war  many  of  these  newly  created  and 
artificially  stimulated  home  industries  de- 
manded  and  received  tariff  and  other  protec- 
tion against  foreign  competition.  Thus  many 
producers  were  permanently  stripped  of  their 
pre-war  markets.  In  the  agricultural  field  the 
evil  effects  of  this  movement  toward  economic 
self -sufficiency  were  particularly  noticeable. 
Asa  result  of  the  increased  supply  due  to  this 
and  to  technological  developments,  world  mar- 
kets became  overstocked  and  agricultural  prices 
fell.  The  fall  of  prices  struck  a  heavy  blow 
at  those  nations  whose  incomes  depended  upon 
sales  in  foreign  markets  of  agricultural  sur- 
pluses. To  meet  fixed  liabilities  the  only  prac- 
ticable way  left  open  was  to  increase  their 
loans  still  further  or  to  sell  abroad  increased 
exports.  With  every  nation  redoubling  its  ef- 
forts to  increase  its  sales  abroad  in  already 
glutted  world  markets,  prices  became  more  and 


Diore  depressed.  Nation  after  nation,  unable 
to  balance  its  international  accounts  otherwise, 
found  it  necessary  to  tighten  its  belt  and  cut 
down  its  imports.  New  economic  devices  w  <  i 
originated  to  this  end,  more  effective  than  any 
that  had  been  known  before.  The  amount  of 
annual  imports  was  strictly  limited  by  quota 
restrictions,  by  import  licensing,  by  exchange 
control.  The  current  thus  launched  upon  grew 
ever  more  swift  and  dangerous.  As  each  na- 
tion heightened  its  barriers  against  imports, 
all  found  increased  difficulty  in  selling  exports, 
•and  many  resorted  to  artificial  stimuli  to  force 
their  goods  onto  foreign  markets.  Thus 
came  export-subsidy  provisions,  international 
"  dumping "  measures,  and  similar  devices. 
Currency  depreciation,  which  has  the  effect  of 
cheapening  home  goods  for  sale  abroad  and 
making  foreign  goods  more  expensive,  has  also 
been  widel}T  resorted  to. 

Currency  depreciation  has  now  occurred  in 
the  United  States,  the  British  Empire,  Japan, 
all  of  South  America,  and  most  of  Europe.  On 
the  other  hand,  a  small  group  of  countries,  be- 
cause of  unhappy  post-war  inflation  experi- 
ences, have  thus  far  resisted  this  step — 
France,  Switzerland,  Holland,  Italy,  Poland, 
and  a  few  minor  countries.  While  currency 
depreciation  has  somewhat  eased  the  strain  on 
the  price  structure  in  the  countries  which  have 
resorted  to  it,  it  has  intensified  the  difficulties 
of  the  "  gold-bloc "  countries,  which  have 
found  themselves  less  and  less  able  to  sell  their 
goods  in  foreign  markets  in  competition  with 
goods  from  countries  with  depreciated  curren- 
j  cies.  To  protect  their  currencies  and  to  main- 
\  tain  a  proper  balance  of  their  international 
;  accounts,  the  "  gold-bloc "  countries  have 
therefore  resorted  to  more  and  more  severe 
economic  devices  to  reduce  imports  and  to 
increase  exports. 

The  world  is  caught  in  a  vicious  spiral.    The 

,  only  practicable  way  to  meet  the  problem  of 

dwindling  exports  and  mounting  external  in- 
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debtedness,  and  thus  to  offset  the  increasing 
drains  upon  national  currencies  with  the  con- 
stant risks  of  currency  inflation  or  break-down, 
is  to  increase  the  flow  of  trade,  upon  which  na- 
tional wealth  ultimately  depends;  yet  to  pro- 
tect themselves  from  these  very  conditions,  na- 
tions are  strangling  international  trade  and 
cutting  themselves  off  from  the  only  possible 
solution  of  their  difficulties. 

If  international  accounts  cannot  be  brought 
into  balance  except  by  forcing  foreign  coun- 
tries to  continue  to  pile  up  external  obliga- 
tions, further  defaults  will  be  inevitable,  either 
open  or  concealed  in  the  form  of  currency 
depreciation,  perhaps  accompanied  by  war  ad- 
ventures or  revolution.  This  must  mean  less 
and  less  world  trade.  The  effects  of  the  eco- 
nomic collapse  of  an  important  nation  under 
modern  conditions  cannot  possibly  be  local- 
ized within  a  restricted  area,  but  inescapably 
reach  out  to  every  corner  of  the  world. 

The  most  disastrous  consequences  of  all 
would  fall  upon  the  nation's  creditors.  The 
United  States,  as  a  creditor  and  also  one  of  the 
greatest  trading  nations  of  the  world,  has  a 
tremendous  stake  in  the  outcome,  and  by  rea- 
son of  its  commanding  position  can  in  no  small 
degree  influence  that  outcome.  It  is  to  its 
vital  interest  to  move  in  the  direction  of  help- 
ing to  restore  the  financial  and  economic  equi- 
librium of  the  world.  That  can  mean  only  one 
thing.  It  means  that  we,  as  the  greatest  cred- 
itor nation  of  the  world,  must  bring  our  inter- 
national accounts  into  balance  in  a  way  which 
will  require  from  European  countries  neither 
huge  annual  shipments  of  gold  nor  indefinitely 
mounting  indebtedness.  We  must  bring  the 
"  current "  items  of  our  international  accounts 
into  approximate  balance.  We  must  buy 
abroad  in  order  to  sell  abroad.  For  our  own 
profit  we  must  increase  both  our  purchases  and 
bur  sales. 

Every  year  without  exception  since  the  war 
we  have  had  a  substantial  surplus  of  exports 


Iver  imports,  in  some  yours  running  to  more 
tnan  a  thousand  million  dollars.  In  no  year 
fence  L919  has  this  excess  been  loss  than  $225,- 
■00,000.    Although  these  large  surpluses  have 

been  somewhat  offset  by  expenditures  for  tour- 
ist travel,  for  immigrant  remittances,  and, 
knee  1925,  for  shipping  and  freight  services, 
tiny  have  been  increased  by  the  payments  of 
interest  and  dividends  on  our  investments 
abroad,  with  the  result  that  in  no  year  since 
the  war  have  the  debit  items  in  our  current 
international  accounts  come  nearer  than  $131,- 
000,000  to  offsetting  the  combined  credit  items. 
That  has  meant  that  the  continuing  credit 
la  lances  on  commodity  and  service  accounts 
had  to  be  financed  in  one  or  both  of  two  ways. 
One  possibility  was  a  sufficient  increase  in  the 
shipment  of  goods  from  other  countries  to 
America.  This  would  be  the  normal  economic 
solution,  causing  the  fewest  problems  and  re- 
adjustments ;  but,  as  has  been  pointed  out,  the 
Fordney-McCumber  tariff  in  1922  and  the 
Kawley-Smoot  tariff  in  1930  were  not  calcu- 
lated to  assist  foreign  countries  to  gain  suffi- 
cient dollar  exchange  by  the  shipment  of  addi- 
tional goods.  This  possible  solution  was  for 
the  time,  therefore,  not  practicable.  The  sec- 
end  possibility  was  the  extension  to  Europe  of 
additional  credits.  Unless  this  policy  were 
carefully  safeguarded  by  keeping  the  loans 
within  moderate  bounds  and  scrupulously  re- 
fusing all  except  sound  ones,  it  could  not  but 
have  disastrous  long-run  consequences.  It 
would  indeed  stimulate  American  prosperity 
for  the  time  being  by  making  possible  the  con- 
tinuance of  a  heavy  excess  of  exports;  but  it 
would  entail  pyramiding  European  indebted- 
ness to  increased  and  dangerous  heights  and 
would  only  serve  to  obscure  the  fundamental 
difficulty  and  intensify  international  financial 
strains.  Nevertheless,  this  was  the  policy 
which  America  chose  to  pursue  during  the  dec- 
ade of  the  twenties;  and  unhappiry  the  loans 
we    made  were    anything  but    moderate,  and 
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many  of  them  were  highly  unsound.  The  eco- 
nomic crash  of  1929  revealed  in  dramatic  form 
the  utter  folly  of  this  policy.  Abruptly  we 
discontinued  it. 

IV 

To  bring  our  international  accounts  into 
j>roper  balance,  if  we  are  to  avoid  necessitating 
further  gold  shipments  from  Europe  or  in- 
creased European  indebtedness,  either  the 
United  States  must  reduce  its  credit  items  or 
increase  its  debit  items.  The  two  outstanding 
credit  items  apart  from  capital  movements  are 
exports  and  returns  from  foreign  investments* 
Neither  of  these  can  we  afford  to  reduce. 

The  vital  dependence  of  American  agricul- 
ture and  industry  upon  foreign  markets  makes 
it  impossible  to  cut  still  further  our  already 
shrunken  exports.  To  do  so  would  spell  far- 
reaching  dislocations  in  our  national  life,  in- 
creased unemployment,  and  wide-spread  suf- 
fering. Indeed,  we  must  do  more  than  main- 
tain— we  must  increase  very  substantially — our 
present  volume  of  exports.  The  American 
people,  I  trust,  will  not  be  content  to  allow 
their  exports  to  remain  permanently  at  last 
year's  figure  of  approximately  2  billion  dol- 
lars, when  for  the  5  years  of  1925-29  we  en- 
joyed exports  of  approximately  5  billion  dol- 
lars a  year.  Increased  exports  spell  domestic 
prosperity. 

Neither  will  the  American  people  rest  con- 
tent with  the  present  reduced  income  from  their 
long-term  foreign  investments,  many  of  which 
are  at  present  paying  either  a  diminished  or 
no  return. 

If  these  two  current  credit  items  in  our  in- 
ternational accounts  are  to  be  increased,  we 
obviously  must,  to  keep  our  accounts  in  bal- 
ance without  again  lending  large  amounts 
abroad,  correspondingly  increase  our  debit 
items.  There  seems  little  likelihood  of  increas- 
ing the  debit  item  of  immigrant  remittances; 
with  the  sharp  f  alling-off  of  immigration,  this 
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■em  will  probably  continue  t<>  decline.  Tour- 
m  expenditures  abroad  arecapableof  a  Limited 

expansion,  but  this  alone  cannot  be  expected  to 
cover  the  desired  increases  in  the  credit  items. 
Shipping  and  freight  services  oiler  no  avenue 
If  expansion  in  view  of  our  efforts  to  build  a 
greater  American  merchant  marine. 

The  soundest,  if  not  indeed  the  only  sound 
way  of  keeping  our  current  accounts  in  bal- 
ance, lies  through  a  substantial  and  healthy 
increase  of  imports.  In  many  directions,  the 
United  States  can  afford  to  increase  its  import 
trade  to  its  own  profit.  A  substantial  portion 
of  our  import  trade  is  noncompetitive,  and  the 
area  of  noncompetitive  commodities  can  be  en- 
larged. A  balanced  increase  of  both  imports 
and  exports  offers  the  only  practicable  and  safe 
pathway  along  which  our  country  can  proceed 
if  it  would  avoid  contributing  to  further  eco- 
nomic and  financial  dislocations  which  can 
bring  our  economic  structures  down  upon  us 
like  a  house  of  cards. 


It  is  precisely  in  this  direction  that  the  latest 
figures  published  by  the  Department  of  Com- 
merce indicate  we  are  moving.  During  the 
first  9  months  of  1935  our  excess  of  exports 
over  imports  amounted  to  only  $64,981,000,  as 
compared  with  an  export  excess  of  $318,779,- 
000  during  the  first  9  months  of  1934.  We 
are  coming  within  striking  distance  of  a  bal- 

,  ance  between  our  exports  and  our  imports.  We 

i  are  moving  in  the  right  direction.  And  it  is 
of  high  importance  that  this  balance  is  being 

I  reached,  not  through  a  reduction  of  exports 
(which  showed  a  slight  increase  of  about 
$7,000,000),  but  through  a  substantial  increase 
of  imports  (amounting  to  some  $260,699,000). 
This  increase  of  imports  was  a  healthy  one. 
It  fortunately  was  not  concentrated  within  a 

;  single  group,  which  might  have  caused  eco- 
nomic disturbance.    Apart  from  the  increase  in 
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sugar,  due  to  the  fact  that  Cuba  filled  her 
quota  in  the  early  part  of  1935,  and  from 
the  increase  in  grains,  meats,  and  other  agri- 
cultural products,  due  to  the  drought,  gains 
were  well  distributed  throughout  the  entire 
list  of  imports.  Imports  are  ordinarily  a 
faithful  barometer  of  a  nation's  consumption. 
We  have  reason  to  augur  from  them  increasing 
prosperity.  Similar  increases  have  taken  place 
in  the  past  2  years  in  several  other  countries, 
notably  in  Great  Britain  and  Sweden :  as  their 
domestic  situation  improved,  imports  rapidly 
increased. 

It  would  not  be  fair  to  attribute  this  de- 
velopment to  the  new  trade- agreement  pro- 
gram, since  during  the  period  covered  by  the 
figures  only  four  trade  agreements  came  into 
force,  and  of  these,  one  was  in  force  for  9 
months,  one  for  5  months,  one  for  4,  and  one 
for  only  2  months.  The  movement  clearly  was 
initiated  by  forces  outside  of  the  trade-agree- 
ment program.  It  is  nevertheless  significant 
that  during  the  limited  time  in  which  these 
four  trade  agreements  have  been  in  force, 
American  exports  to  each  one  of  the  four  coun- 
tries substantially  increased  over  exports  for 
the  same  months  for  1934,  while  for  the  same 
period  the  increase  in  the  total  of  exports  was 
very  small.  Similarly  the  increase  of  imports 
in  1935  over  1934  from  the  countries  with 
which  we  have  trade  agreements  exceeded,  pro- 
portionately, the  increase  in  imports  from 
other  countries. 

The  figures  for  the  first  6  months  of  1935 
reveal  that  for  the  first  time  since  the  war 
the  United  States  has  achieved  a  position  in 
which  its  receipts  and  payments  in  respect  to 
commodity  and  service  items  are  approximately 
in  balance.  Had  the  present  approximate  bal- 
ance been  achieved  16  years  earlier,  many  of 
the  difficulties  which  the  United  States  and 
other  nations  have  experienced  in  recent  years 
might  have  been  avoided.  The  staggering  de- 
cline in  our  exports,  the  cruel  losses  which  we 


Live  suffered  in  our  foreign  investments,  and 
the  constant  drain  of  gold  away  from  coun- 
ties where  it  is  sorely  needed  t<>  prevent  fur- 
ther disaster,  have  been  in  Large  measure  the 

fruits  of  our  failure  to  bring  our  international 
accounts  into  proper  balance  in  earlier  years:. 


VI 


I  can  readily  appreciate  the  fundamental  ob- 
jection which  at  once  arises  in  the  minds  of 
many  American  producers  with  the  mention  of 
increased  imports.  There  is  a  deep-rooted  be- 
lief abroad  throughout  the  land,  powerful  be- 
cause based  largely  upon  fear,  that  increased 
imports  will  prove  highly  injurious  rather 
than  beneficial  to  domestic  producers.  This 
rests  upon  the  mistaken  assumption  that  every 
dollar's  worth  of  imports  displaces  in  Ameri- 
can markets  a  corresponding  amount  of  Ameri- 
can goods,  to  the  injury  of  American  labor  and 
of  American  producers.  So  deeply  ingrained 
is  this  belief  and  fear  that  various  interests 
play  upon  it  effectively  for  their  own  ends. 

This  assumption  runs  exactly  contrary  to 
the  actual  figures.  Increases  of  imports  have 
not  in  fact  resulted  in  decreased  domestic  em- 
ployment; neither  have  decreases  in  imports 
resulted  in  increased  domestic  employment. 
The  outstanding  refutation  of  the  false  as- 
sumption is  our  own  country's  experience 
during  the  past  10  years.  In  the  latter  part  of 
the  nineteen-twenties  we  were  prosperous  be- 
yond our  dreams.  Wages  rose  to  their  highest 
level ;  unemployment  was  at  a  minimum.  Yet 
during  this  decade  our  imports  were  steadily 
mounting  until  in  1929  their  value  reached  the 
enormous  figure  of  44  hundred  million  dollars. 
Between  1929  and  1932  the  value  of  our  annual 
imports  dropped  from  44  hundred  million  dol- 
lars to  13  hundred  million — to  less  than  a 
third  of  their  former  value.  At  the  same  time 
our  unemployment  figures  soared  to  unprec- 
edented heights.     The  staggering  decrease  in 
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imports  went  hand  in  hand  with,  not  increased 
employment  of  American  workers,  but  stag 
gering  unemployment.  Since  1932  our  im- 
ports have  begun  slowly  to  rise.  This  rise  ir 
imports  has  been  accompanied  by  a  genera] 
rise  in  American  employment. 

One  may  go  further.    According  to  the  Fed-^ 
eral  Reserve  Board  indices  for  the  16  years 
since  these  figures  were  kept  (1919-35),  every 
single  year  in  which  imports  increased,  fac- 
tory employment  increased;  and  every  year  in 
which  imports  decreased,  factory  employment 
decreased.     According    to    these    figures    the 
same  is  true  as  to  industrial  pay  rolls  with  the 
single  exception  of  1928,  when,  although  im- 
ports slightly  decreased    (from  4,184  million 
dollars  to  4,091  million  dollars),  the  index  of 
pay  rolls   slightly   increased    (from   101.8  to 
102.4).     In    other    words,    increased    imports 
have  been  accompanied  not  only  by  increased 
employment  but  also  by  increased  wages,  and 
vice  versa.     A  study  of  the  rise  and  fall  of 
farm   employment   and   farm  wages  as  com-! 
pared    with    imports    shows    also    a    striking 
correlation. 

The  truth  is  that  mill  wheels  turn  and  men 
find  jobs,  not  when  foreign  goods  are  excluded 
from  American  markets,  but  when  American 
wealth   is   created   by   a   trade   brisk  because 
unhampered    by    artificial    and    unreasonable 
hindrances.     Increased  trade  means  increased  i 
American  wealth  through  the  sale  of  other-' 
wise  valueless  surpluses.     It  means,  therefore, 
increased  purchasing  power  on   the   part   of 
American    consumers.     Increased    American 
sales  abroad  bring  wages  and  profits  which  en- 
able American  consumers   to  buy  additional 
goods  which  they  would  not  buy  were  there  no 
foreign  trade.     The  lowering  or  elimination  of 
unreasonable  trade  barriers  means  that  people 
on  both  sides  of  the  ocean  buy  in  total  more 
than  before  and  prosper  from  increased  busi- 
ness and  the  chance  to  buy  cheaper  goods.    A 
very  considerable  part  of  our  imports,  it  must 
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also  be  remembered,  consists,  partly  of  goods 
coming  from  tropical  countries  which  we  can- 
net  produce,  and  partly  of  raw  or  semimanu- 
factured materials  of  a  noncompetitive  nature 
necessary  for  our  industries.  Furthermore, 
millions  of  Americans,  through  rail  transport, 
trucking,  stevedoring,  banking,  importing 
houses'  service,  or  the  like,  find  employment 
in  the  import  as  well  as  the  export  trade.  It 
is  not  true  that  every  dollar's  increase  of  im- 
ports displaces  a  corresponding  amount  of 
American  domestic  goods  or  correspondingly 
injures  American  labor.  The  cold  facts  dis- 
prove it. 

Kecent  trends,  therefore,  as  indicated  by  the 
latest  published  figures  of  our  foreign  trade 
revealing  a  marked  rise  in  our  imports  and  an 
approaching  balance  between  exports  and  im- 
ports, show  a  distinctly  healthy  tendency.  In- 
exorably international  accounts  must  be 
brought  into  balance.  The  vital  problem  is 
whether  they  shall  be  balanced  at  a  low  point, 
showing  a  minimum  of  profitable  interchange, 
or  at  a  high  point,  showing  a  maximum  of 
profitable  interchange.  Shall  they  be  balanced 
in  a  way  which  produces  economic  and  finan- 
cial dislocation,  accompanied  by  further  cur- 
rency  depreciation,  bond  defaults,  and  similar 
disturbances,  or  in  a  way  to  promote  economic 
equilibrium  and  solvency?  These  are  ques- 
J  tions  of  high  policy  which  the  American  peo- 
ple cannot  afford  to  disregard. 

The    latest    figures    indicate    that    at    last 
America  is  finding  it  possible  to  balance  her 
international  accounts  in  a  way  which  will  pro- 
i  mote  and  not  retard  general  economic  recovery. 
i  We  cannot  reasonably  expect  a  lasting  recovery 
and  stable  prosperity  in  the  United  States  until 
j  the  forces  of  economic  recovery  gain  a  world- 
wide   ascendancy.     Indications    give   promise 
that  unless  war  again  wrecks  our  efforts  and 
our  hopes,  we  are  appreciably  moving  in  this 
|  direction. 
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INCREASED  EXPORTS  WITH  A  DI- 
MINISHING EXPORT  BALANCE:  AN 
OMEN  OF  SOUND  RECOVERY1 

I  am  especially  glad  of  this  opportunity  to 
discuss  overseas  trade  with  you,  members  of 
the  Maritime  Association  of  New  York,  be- 
cause vour  interests  in  a  flourishing  foreign 
trade  are  so  direct  and  so  vital.  Your  very 
livelihood  depends  upon  it. 

Figures  made  public  recently  by  the  Depart- 
ment of  Commerce  indicate  that  our  commod- 
ity imports  and  exports  are  more  nearly  in 
balance  than  they  have  been  for  over  a  genera- 
tion. I  suppose  it  is  a  truism  that,  as  in  the 
case  of  all  domestic  trade  exchanges,  in  the 
long  run  the  receipts  and  the  out-payments  of 
the  participants  in  foreign  trade  must  be  Jn 
balance;  otherwise  interchange  breaks  down. 
The  real  question  which  is  of  vital  concern  to 
us  is  at  what  level  and  by  what  methods  our 
international  accounts  are  to  be  brought  into 
balanced  adjustment* 

International  trade  is  an  essential  part  of 
our  national  economy.    The  value  of  our  cot- 
ton, our  wheat,  our  lard,  our  automobiles,  and 
the  like  depends  directly  upon  whether  or  not 
;  we  can  find  markets  for  them.    Value  attaches 
to  goods  because  they  can  be  exchanged  for 
other  goods.     A  nation's  wealth  is  as  vitally 
dependent  upon  the  possession  of  markets  to 
which  its  goods  have  access  as  upon  the  pos- 
!  session  of  the  goods  themselves.     In  a  word, 
r  national  wealth  depends  upon  trade.    Cripple 
a  nation's  trade,  and  you  strike  directly  at  its 


1  Address  delivered  by  the  Honorable  Francis  B. 
Sayre,  Assistant  Secretary  of  State,  at  the  Second 
Annual  Marine  Exhibition,  Maritime  Exchange  Build- 
ing, 80  Broad  Street,  New  York  City,  on  International 
Day,  Nov.  19,  1935,  at  2 :  30  p.m.,  and  broadcast  over 
Station  WEAF,  Radio  Corporation  of  America. 
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wealth.  To  the  extent  that  you  strip  a  nation 
of  its  export  markets,  you  reduce  thereby  its 
national  income. 

Cotton  affords  an  illuminating  example. 
Speaking  broadly,  under  normal  conditions  we 
use  in  this  country  less  than  45  percent  of  our 
ordinary  cotton  crop;  unless  we  can  exchange 
the  remaining  55  percent  abroad  for  other 
goods,  the  value  not  only  of  the  unsalable  sur- 
plus, but  of  the  entire  cotton  crop,  is  shattered/ 
Similarly,  the  maintenance  of  a  normal  price 
return  for  our  whole  leaf -tobacco  production 
depends  upon  the  retention  of  foreign  markets 
for,  roughly,  35  percent  of  our  ordinary  crop. 
In  the  same  way,  to  maintain  normal  prices  for 
our  entire  production,  we  must  sell  abroad, 
roughly,  25  percent  of  our  lard,  20  percent  of 
our  rice,  40  percent  of  our  dried  fruits,  about 
60  percent  of  our  rosin  and  turpentine,  30 
percent  of  our  lubricating  oils.  And  so  it  is 
in  the  case  of  our  manufactures  which  have( 
been  developed  to  serve  foreign  markets,  such 
as  agricultural  implements  and  automobiles. 
A  loss  of  these  markets  means  unemployment 
and  heavy  financial  loss.  Unquestionably  one 
of  the  substantial  causes  for  the  wide-spread 
suffering  and  unemployment  which  we  have 
been  experiencing  since  1929  has  been  the  loss 
of  foreign  markets. 

To  restore  prosperity  among  the  cotton 
planters  of  the  South,  the  corn  farmers  of  the 
Middle  West,  the  wheat  ranchers  of  the  North- 
west, the  fruit  growers  of  both  North  and 
South,  and  the  factory  workers  in  every  State, 
we  must  sell  abroad  more  cotton,  more  hog 
products,  more  wheat,  more  fruit,  more  auto- 
mobiles, and  more  machinery.  Increased  ex- 
ports mean  increased  home  employment  and 
increased  money  in  the  pockets  of  American 
consumers.  The  connection  is  close  and  direct 
between  exports  and  domestic  prosperity. 
What  is  not  so  apparent  at  first  sight  is  the 
close  connection  between  domestic  prosperity 
and  imports. 
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Ami  yet  il  must  be  obvious  to  all  that, 
broadly  speaking,  no  nation  can  continue  in- 
definitely to  buy  more  than  it  can  pay 
either  with  the  proceeds  from  sales  of 
or  services  or  from  its  foreign  investments. 
True,  it  ran  till  the  nap  for  a  short  time  from 
its  gold  stocks  or  by  borrowing  abroad ;  but  if 
such  a  course  is  too  long  pursued,  its  gold 
stocks  will  be  consumed  and  its  credit,  if  im- 
paired by  uneconomic  borrowing,  reduced  to  a 
point  where  further  continued  excesses  of  pur- 
chases over  sales  will  be  impossible. 

Trade  depends  upon  exchange.  Although 
purchases  and  sales  may  be  made  with  money 
or  credit,  these  after  all  are  only  media  of  ex- 
change by  which  the  seller  in  one  market  may 
buy  his  goods  in  another.  We  in  the  United 
States  cannot  have  exports  without  imports. 
And,  what  is  often  lost  sight  of,  the  amount 
of  the  one  cannot  but  be  roughly  determined 
.by  the  other.  If  American  domestic  prosper- 
ity depends  upon  increased  exports,  it  must 
be  equally  dependent  upon  increased  imports. 

To  these  fundamental  principles  an  impor- 
tant qualification  must  be  added.  Whether  a 
country's  foreign  trade  should  show  an  excess 
of  imports  or  of  exports,  and  the  approximate 
amount  of  the  excess,  should  be  governed  in  the 
long  run  by  the  state  of  the  nation's  long-term 
indebtedness  or  credits  and  by  the  services 
which  it  renders  to  other  nations.  Interna- 
tional accounts  must  be  in  balance.  Unless 
there  is  reason  for  still  further  indebtedness, 
a  debtor  nation  should,  generally  speaking, 
show  a  continuing  excess  of  exports  and  a  cred- 
itor nation  an  excess  of  imports. 

Prior  to  the  World  War  the  United  States 
was  a  debtor  nation.  We  spoke  of  an  excess 
of  exports  over  imports  as  a  "  favorable  "  bal- 
ance of  trade.  It  was  favorable,  for  it  thereby 
reduced  our  annual  interest  charges  and  our 
total  indebtedness  and  it  tended  to  bring  our 
international  accounts  into  the  proper  kind 
of  balance. 


Then  came  the  war,  and  with  it  our  financial 
position  was  abruptly  and  drastically  changed. 
From  a  debtor  nation  we  became  almost  over- 
night the  greatest  creditor  nation  of  the  world. 
Instead  of  owing  Europe,  as  we  did  in  1914,  a 
net  amount  of  $3,000,000,000,  we  found  by  1921 
that  a  net  amount  of  some  $15,000,000,000  was 
due  us  on  governmental  and  private  accounts. 
Our  position  was  reversed  like  the  turn  of  a 
wheel.  After  the  war  every  excess  of  our  ex- 
ports over  imports  tended  to  increase  some 
other  nation's  indebtedness  to  us,  created  ex- 
change on  the  wrong  side  of  the  ledger,  and 
necessitated  shipments  of  gold  away  from 
centers  where  it  was  sorely  needed. 

But  unhappily  we  could  not  adjust  our 
modes  of  thinking  to  the  changed  conditions. 
The  psychology  that  had  been  built  up  for 
generations  in  a  debtor  nation  was  too  strong 
to  be  reversed  with  the  speed  with  which  our 
financial  position  changed.  We  had  become 
essentially  "export-minded",  and  could  not 
but  believe  that  an  excess  of  exports  inherently 
and  always  constitutes  a  "  favorable  "  balance 
of  trade. 

As  we  are  now  beginning  to  realize,  inter- 
national debts  can  be  repaid  only  with  gold  or 
services  or  goods.  There  was  not  sufficient 
gold  in  Europe  with  which  to  pay  Europe's 
debts  to  the  United  States,  and  although  great 
quantities  of  it  were  transferred  to  our  shores, 
our  own  interests  required  that  European  gold 
stocks  should  not  be  depleted  to  a  point  where 
European  currencies  would  break  and  our  cred- 
its become  valueless.  Only  a  comparatively 
small  part  of  the  European  indebtedness  to  us 
could  be  repaid  through  services  rendered. 
Thus,  the  shipment  of  goods  was  the  only 
healthy  way,  if  indeed  it  was  not  the  only 
possible  way,  in  which  the  huge  indebtedness 
to  us,  at  least  in  substantial  part,  might  have 
been  paid.  Obviously  if  we  were  to  obtain 
payment  of  our  debts,  this  was  the  time  to 
lower  our  tariff  walls  and  increase  our  imports. 


Unfortunately  we  did  exactly  the  reverse. 
In  19121  we  heightened  our  tariff  by  the  pas- 
pge  of  the  Emergency  Tariff  Act.  and  in  L922 
Ire  raised  it  again  by  the  passage  of  the  Ford- 
Ly-McCumber  Tariff  Act,  Finally,  in  1930, 
when  the  intense  strains  of  mounting  Euro- 
pean debts  with  no  practicable  means  of  liqui- 
dation in  sight  were  threatening  to  crack  Eu- 
ropean financial  structures,  we  proceeded  in 
the  face  of  warnings  and  anxious  protests 
from  no  less  than  33  separate  countries  to  pass 
the  highest  tariff  act  in  our  history,  the 
Hawley-Smoot  tariff.  In  the  eyes  of  many, 
that  enactment  contributed  heavily  to  caus- 
ing the  economic  break-down  and  the  ensuing 
depression. 

Instead  of  preparing  to  accept  more  goods 
from  abroad  after  the  war,  we  sought,  as  we 
thought,  to  have  our  cake  and  eat  it  too.  We 
adopted  the  policy  of  extending  to  the  world 
additional  credits  with  which  to  purchase 
American  goods.  This  practice  indeed  stimu- 
lated American  prosperity  during  the  twen- 
ties by  making  possible  the  continuance  of  a 
heavy  excess  of  exports;  but  at  the  same  time 
it  entailed  pyramiding  foreign  indebtedness  to 
us  to  dangerous  heights,  and  only  served  to 
obscure  the  fundamental  difficulty  and  inten- 
sify international  financial  strains.  Neverthe- 
less, this  was  the  policy  which  America  chose 
to  pursue  during  the  post-war  decade;  and 
unhappily  the  loans  we  made  were  anything 
but  moderate,  and  many  of  them  were  highly 
unsound.  With  the  default  of  many  of  these 
loans  after  1929,  we  were  taught  the  utter  folly 
of  this  policy.     Abruptly  we  discontinued  it. 

The  chaotic  trade  conditions  through  which 
we  are  now  struggling  are  largely  the  result  of 
the  World  War.  Major  wars  of  necessity  dis- 
rupt the  normal  channels  of  international 
trade.  From  1914  to  1918  both  belligerent  and 
neutral  countries,  unable  to  buy  industrial  and 
agricultural  products  in  accustomed  foreign 
markets,  turned  to  increased  and  intensified 
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home  production.    War  needs  also  stimulated 
an  abnormal  expansion  of  productive  capacity 
in  such  countries  as  the  United  States.    After 
the  war  many  newly  created  and  artificially 
stimulated  home  industries  demanded  and  re- 
ceived tariff  and  other  protection  against  for- 
eign  competition.     Thus   many   export   pro- 
ducers were  permanently  stripped  of  their  pre- 
war markets.     In  the   agricultural  field  the 
evil  effects  of  this  movement  toward  economic 
self-sufficiency    were    particularly    noticeable. 
As  a  result  of  the  increased  supply  due  to  this 
and  to  technological  developments,  world  mar- 
kets   became    overstocked     and    agricultural 
prices  fell.    The  fall  of  prices  struck  a  heavy 
blow  at  those  nations  whose  incomes  depended 
upon  sales  in  foreign  markets  of  agricultural 
surpluses.     To  meet  fixed  liabilities  the  only 
practicable  way  left  open  was  to  sell  abroad  in- 
creased exports  or  still  further  to  increase  their 
borrowings.    With  every  nation  redoubling  its 
efforts  to  increase  its  sales  abroad  in  already 
glutted  world  markets,  prices  became  more  and  ] 
more  depressed.     Nation  after  nation,  unable 
to  balance  its  international  accounts  otherwise,  [ 
found  it  necessary  to  tighten  its  belt  and  cut  • 
down  its  imports.    New  economic  devices  were 
originated  to  this  end,  more  effective  than  any 
that  had  been  known  before.    The  amount  of 
imports  was  strictly  limited  by  quota  restric-  < 
tions,  by  import  licensing,  by  exchange  con- 
trol.    The  current  thus  launched  upon  grew  ' 
ever  more  swift  and  dangerous. 

As  each  nation  heightened  its  barriers 
against  imports,  all  found  increased  difficulty 
in  selling  exports,  and  many  resorted  to  arti- 
ficial stimuli  to  force  their  goods  onto  foreign 
markets.  Thus  came  export-subsidy  provi- 
sions, international  "  dumping  "  measures,  and 
similar  devices.  Currency  depreciation,  which 
has  the  effect  of  cheapening  home  goods  for 
sale  abroad  and  making  foreign  goods  more 
expensive,  has  also  been  widely  resorted  to. 


The  world  is  caught  in  a  vicious  spiral.  The 
only  practicable  way  to  meet  the  problem  of 
dwindling  exports  and  mounting  external  in- 
debtedness, and  thus  to  offset  the  increasing 
strains  upon  national  currencies  with  the  con- 
stant risks  of  currency  inflation  or  break-down, 
is  to  increase  the  flow  of  trade,  upon  which 
national  wealth  ultimately  depends;  yet  to  pro- 
tect themselves  from  these  very  conditions, 
nations  are  strangling  international  trade  and 
cutting  themselves  off  from  the  only  possible 
solution  of  their  difficulties. 

If  international  accounts  cannot  be  brought 
into  balance  except  by  forcing  foreign  coun- 
tries to  continue  to  pile  up  external  obligations, 
further  defaults  will  be  inevitable,  either  open 
or  concealed  in  the  form  of  currency  deprecia- 
tion, perhaps  accompanied  by  war  adventures 
or  revolution.  This  must  mean  less  and  less 
world  trade.  The  effects  of  the  economic  col- 
lapse of  an  important  nation  under  modern 
conditions  cannot  possibly  be  localized  within 
a  restricted  area,  but  inescapably  reach  out  to 
every  corner  of  the  world. 

Every  year  without  exception  since  the  war 
we  have  had  a  substantial  surplus  of  exports 
over  imports,  in  some  years  running  to  more 
than  a  thousand  million  dollars.    In  no  year 
since  1919  has  this  excess  been  less  than  $225,- 
000,000.    Although  these  large  surpluses  have 
I  been  offset  by  expenditures  for  tourist  travel, 
;  for  immigrant  remittances,  and,  since  1925,  for 
shipping  and  freight  services,  they  have  been 
increased  by  the  payments  of  interest  and  divi- 
dends on   our  investments   abroad,   with  the 
•  result  that  in  no  year  since  the  war  have  the 
'  debit  items  in  our  current  international  ac- 
counts come  nearer  than  $131,000,000  to  off- 
setting the  combined  credit  items. 

If  we  are  to  avoid  necessitating  further  gold 

shipments    from    Europe   where   it   is   sorely 

needed,  or  dangerously  increased  foreign  in- 

1  debtedness  to  us,  either  we  must  reduce  our 


exports,  reduce  our  returns  from  foreign  in- 
vestments, or  increase  our  imports  or  service 
items. 

If  we  are  to  have  a  full  and  stable  recovery 
in  America,  we  cannot  afford  to  curtail  our  na- 
tional income  by  cutting  still  further  our  al- 
ready shrunken  exports.  To  do  so  would  spell 
far-reaching  dislocations  in  our  national  life, 
increased  unemployment,  and  wide-spread  suf- 
fering. Indeed,  we  must  do  more  than  main- 
tain— we  must  increase  very  substantially — 
our  present  volume  of  exports. 

Neither  can  we  rest  content  with  the  present 
reduced  income  from  our  long-term  foreign  in- 
vestments, many  of  which  are  at  present  pay- 
ing either  a  diminished  return  or  no  return 
whatever. 

Thus  the  soundest  if  not  indeed  the  only 
sound  way  of  keeping  our  current  accounts  in 
balance  lies  through  a  substantial  and  healthy 
increase  of  imports.  This  does  not  mean  an 
economic  dislocation  of  domestic  industry.  As; 
a  matter  of  fact,  a  substantial  portion  of  our: 
import  trade  is  noncompetitive,  and  the  range 
of  noncompetitive  commodities  can  be  en-^ 
larged.  It  means  rather  a  liberalization  of 
trade  restrictions  so  that  we  may  more  easily 
sell  to  foreign  nations  the  things  we  can  most 
profitably  produce  and  similarly  buy  from 
them  the  things  we  desire  which  they  can  most' 
profitably  produce. 

I  can  readily  appreciate  the  fundamental^ 
objection  which  at  once  arises  in  the  minds  of 
many  American  producers  with  the  mention  of 
increased  imports.  There  is  a  deep-rooted 
belief  abroad  throughout  the  land,  powerful 
because  based  largely  upon  fear,  that  increased 
imports  will  prove  highly  injurious  rather 
than  beneficial  to  domestic  producers.  This 
rests  upon  the  mistaken  assumption  that  every 
dollar's  worth  of  imports  displaces  in  Ameri- 
can markets  a  corresponding  amount  of  Amer- 
ican goods,  to  the  injury  of  American  labor 
and  of  American  producers.     So  deeply  in- 


kained  is  this  belief  and  fear  that  various 
interests  play  upon  it  effectively  for  their  own 
ends. 

This  assumption  runs  exactly  contrary  to  the 
actual  figures.  Increases  of  imports  have  not 
in  fact  resulted  in  decreased  domestic  employ- 
ment; neither  have  decreases  in  imports  re- 
sulted in  increased  domestic  employment.  The 
outstanding  refutation  of  the  false  assumption 
is  our  own  country's  experience  during  the 
past  10  years.  In  the  latter  part  of  the  nine- 
teen-twenties  we  were  prosperous  beyond  our 
dreams.  Wages  rose  to  their  highest  level; 
unemployment  was  at  a  minimum.  Yet  during 
this  decade  our  imports  were  steadily  mount- 
ing- until  in  1929  their  value  reached  the  enor- 
mous  figure  of  44  hundred  million  dollars. 
Between  1929  and  1932  the  value  of  our  annual 
imports  dropped  from  44  hundred  million  dol- 
lars to  13  hundred  million — to  less  than  a  third 
of  their  former  value.  At  the  same  time  our 
unemployment  figures  soared  to  unprecedented 
heights.  The  staggering  decrease  in  imports 
went  hand  in  hand  with,  not  increased  employ- 
ment of  American  workers,  but  staggering  un- 
employment. Since  1932  our  imports  have  be- 
gun slowly  to  rise.  This  rise  in  imports  hag 
been  accompanied  by  a  general  rise  in  Ameri- 
can employment. 

According  to  the  Federal  Reserve  Board  in- 
dices for  the  16  years  since  these  figures  were 
kept  (1919-35),  every  single  year  in  which 
imports  increased,  factory  employment  in- 
creased; and  every  year  in  which  imports  de- 
creased, factory  employment  decreased.  A 
study  of  the  rise  and  fall  of  farm  employment 
and  farm  wages  as  compared  with  imports 
shows  also  a  striking  correlation. 

The  truth  is  that  mill  wheels  turn  and  men 
find  jobs,  not  when  foreign  goods  are  excluded 
from  American  markets,  but  when  American 
wealth  is  created  by  a  trade  brisk  because  un- 
hampered by  artificial  and  unreasonable  hin- 
drances.     Increased    trade    means    increased 
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American  wealth  through  the  sale  of  otherwise 
valueless  surpluses.  It  means,  therefore,  in- 
creased purchasing  power  on  the  part  of  Amer- 
ican consumers.  Increased  American  sales 
abroad  bring  wages  and  profits  which  enable 
American  consumers  to  buy  additional  goods 
which  they  would  not  buy  were  there  led 
foreign  trade. 

An  increase  of  both  imports  and  exports 
offers  the  only  practicable  and  safe  pathwajj 
along  which  our  country  can  proceed  if  if 
would  avoid  contributing  to  further  world! 
economic  and  financial  dislocations  which 
■can  bring  our  own  economic  structure  dowB 
upon  us  like  a  house  of  cards. 

It  is  precisely  in  this  direction  that  recent 
figures  published  by  the  Department  of  Com- 
merce indicate  we  are  moving.  During  the1 
first  9  months  of  1935  our  excess  of  exportsi 
•over  imports  amounted  to  only  $64,981,000,  as 
•compared  with  an  export  excess  of  $318,779,- 
000  during  the  first  9  months  of  1934.  We  are 
-coming  within  striking  distance  of  a  balance 
between  our  exports  and  our  imports.  This 
may  be  but  a  temporary  phenomenon.  It 
may  be  due  more  to  the  drought  of  1934  than 
to  any  other  cause.  But  at  least  for  the  pres- 
ent we  are  moving  in  the  right  direction.  And 
it  is  of  high  importance  that  this  balance  is: 
being  reached,  not  through  a  reduction  of  ex-! 
ports  (which  showed  a  slight  increase),  but; 
through  a  substantial  increase  of  imports; 
(amounting  to  some  $260,699,000). 

Parenthetically,  it  is  of  importance  not  to 
misinterpret  the  significance  of  the  heavy  gold 
shipments  which  have  been  entering  the  United 
States  during  the  past  year  and  particularly 
during  recent  months.  These  gold  shipments 
are  unlike  other  imports.  When  we  buy  goods 
from  abroad,  we  make  available  dollar  ex- 
change which  a  foreign  importer  can  purchase 
from  his  bank  to  use  in  payment  for  goods 
bought  from  America.  The  current  imports 
of  gold,  on  the  other  hand,  sent  to  America 
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mainly  for  safe-keeping  or  for  the  purchase  of 

securities  on  the  American  market,  or  repre- 
senting  the  return  of  American  owned  funds 
previously  sent  abroad,  do  not  create  exchange 
available  for  the  purchase  of  goods.  They  rep- 
resent mainly  a  transaction  in  capital  assets. 

The  recent  figures,  showing  an  increase  in 
exports  and  a  still  greater  increase  in  imports, 
reveal  a  distinctly  healthy  tendency.  Inex- 
orably international  accounts  must  be  brought 
into  balance.  The  vital  problem  is  whether 
the}'  shall  be  balanced  at  a  low  point,  showing 
a  minimum  of  profitable  interchange,  or  at  a 
high  point,  showing  a  maximum  of  profitable 
interchange.  Shall  they  be  balanced  in  a  way 
which  produces  economic  and  financial  dis- 
location, accompanied  by  further  currency 
depreciation,  bond  defaults,  and  similar  dis- 
turbances, or  in  a  way  to  promote  economic 
equilibrium  and  solvency?  These  are  ques- 
tions of  high  policy  which  the  American 
people  cannot  afford  to  disregard. 

We  cannot  reasonably  expect  a  lasting  recov- 
ery and  stable  prosperity  in  the  United  States 
until  the  forces  of  economic  recovery  gain  a 
world-wide  ascendancy.  We,  as  one  of  the 
greatest  creditor  and  trading  nations  of  the 
world,  can  in  no  small  degree  promote  or  re- 
tard that  recovery.  Which  course  we  shall  fol- 
low it  is  for  the  American  people  to  decide. 
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WOODROW   WILSON    AND 
ECONOMIC  DISARMAMENT ' 

Today  the  memory  of  Wbodrow  Wilson  is 
upon  us.  His  spirit  is  still  vital.  Still  he 
gives  direction  to  our  designs  and  thoughts; 
even  yet  he  warms  our  hearts  with  the  sweep 
of  his  vision  and  with  his  starlike  idealism. 

He  is  one  of  the  very  few  who  seem  beyond 
time  and  space.  Because  he  did  not  allow 
expediency  or  passing  pressures  to  warp  his 
judgments  or  sway  his  actions,  because  under 
the  guidance  of  God  he  communed  with  un- 
changing truth  and  had  the  courage  to  build 
his  principles  and  his  life  upon  that  truth,  he 
will  live  as  one  of  the  leaders  of  power  of  all 
time. 

Since  that  fateful  March  day  when  his 
youthful  figure  confidently  took  the  helm  and 
assumed  control  of  our  Nation's  destinies,  over 
20  years  ago,  the  face  of  the  entire  world  has 
changed.  New  problems  have  arisen,  new  is- 
sues press  in  on  us,  new  crises  threaten.  Yet 
the  vision  which  illumined  Woodrow  Wilson's 
soul  as  he  struggled  to  find  stable  and  lasting 
solutions  for  the  problems  which  he  faced,  and 
the  words  through  which  he  sought  to  inter- 
pret that  vision  to  his  generation,  are  as  fresh 
and  startlingly  true  today  as  in  the  great  days 
when  he  led  us.    Truth  does  not  change. 

Peace  in  this  world  cannot  be  gained  by 
mere  emotion.  Human  conflict  is  too  wide- 
spread, too  inevitable,  too  profound.  Peace 
can  come  only  as  men  discover  ways  of  build- 
address  delivered  by  the  Honorable  Francis  B. 
Sayre,  Assistant  Secretary  of  State,  before  the  Demo- 
cratic Women's  Luncheon  Club,  at  the  Bellevue-Strat- 
ford  Hotel,  Philadelphia,  Pa.,  Dec.  28,  1935,  at  12:30 
p.m. 
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ing  for  it  stable  foundations,  political,  eco- 
nomic, spiritual.  Even  with  these,  conflict 
cannot  be  eliminated.  But  war  can.  Wood- 
row  Wilson  spent  the  closing  years  of  his  life 
seeking  and  pointing  out  the  kind  of  founda- 
tion which  must  be  built  if  conflict  is  to  be 
adjusted  and  resolved  without  resort  to  war. 
Of  the  economic  principles  which  Woodrow 
Wilson  saw  as  the  necessary  basis  for  lasting 
peace  I  want  to  speak  very  briefly  this  after- 
noon. 


Do  you  remember,  during  those  dreadful; 
days  of  the  World  War  when  for  a  time  it 
seemed  as  if  all  the  world  had  gone  mad  with 
hot  passion  and  tortured  bitterness,  when  calm; 
judgment  seemed  to  have  fled  from  every  coun-i 
cil  chamber  of  the  world — do  you  remembers 
the  conception  of  the  coming  victory  which 
commonly  prevailed?  It  was  to  be  a  victory 
based  upon  crushing  for  all  time  the  enemy 
trade,  not  only  by  exacting  a  war  indemnity 
which  would  for  generations  leave  the  enemy, 
countries  prostrate,  but  also  by  setting  up 
against  them  impossible  trade  barriers  anl 
disaster-working  discriminations.  Open  dec?1 
larations  to  this  effect  had  already  been  proi 
claimed  by  the  Allies.  Against  this  sweep  of 
world  sentiment  President  Wilson  resolutely 
set  his  face.  Into  the  whirling  maelstrom  of 
increasing  bitterness  he  refused  to  be  plunged,] 
And  when,  in  the  opening  days  of  1918,  he; 
formulated  his  famous  Fourteen  Points,  upon, 
which,  in  his  belief,  must  be  built  the  peace 
if  it  was  to  be  lasting,  among  the  first  of  the 
clear-cut  principles  he  laid  down  was  this : 

"  The  removal,  so  far  as  possible,  of  all  eco- 
nomic barriers  and  the  establishment  of  an 
equality  of  trade  conditions  among  all  the  na- 
tions consenting  to  the  peace  and  associating 
themselves  for  its  maintenance." 

It  was  a  bold  utterance — a  challenge  flung 
in  the  face  of  a  wide-spread  popular  clamor 


for  the  Lifeblood  of  Germany 

vision   of   the   only    possible 
upon   which   a   stable   peace 


Hut  it  was  bis 

economic    bases 

could    be    built. 


Ami  in  the  Light  of  all  that  has  followed,  the 
truth  which  he  saw  and  littered  \r,\ck  in  those 
days  of  1918  seems  like  a  voice  from  Heaven. 

Peace,  said  Mr.  Wilson,  must  rest  not  on  a 
system  of  trade  barriers  walling  the  victorious 
nations  off  from  the  vanquished— on  discrimi- 
nations and  preferences  and  unfair  practices. 
Peace,  to  be  enduring,  must  be  built  upon  the 
twofold  basis  of  (1)  removal  of  trade  barriers 
and  (2)  equality  of  trade  conditions  among 
all  nations  associating  themselves  for  the  main- 
tenance of  peace. 

In  the  first  place,  economic  barriers  must 
so  far  as  possible  be  removed.  This  flowed 
naturally  from  Mr.  Wilson's  lifelong  convic- 
tions as  to  the  ruinous  effects  of  tariffs  for 
I  the  support  of  favoured  industries  by  the 
Government." 

"A  tariff  which  cuts  us  off  from  our  proper 
Ipart  in  the  commerce  of  the  world  ",  he  de- 
clared in  his  first  inaugural  address  as  Presi- 
!  dent  of  the  United  States,  "  violates  the  just 
!  principles  of  taxation,  and  makes  the  govern- 
ment a  facile  instrument  in  the  hands  of  pri- 
vate interests." 

Clearly  he  saw  that  domestic  prosperity  is 

» vitally  dependent  upon  trade.     Goods  are  of 

lvalue  only  if  they  can  be  exchanged  for  other 

[goods ;  and  if  national  surpluses  cannot  be  sold 

I  in  foreign  markets,  the  national  income  is  at 

i  once  reduced  and  severe  economic  dislocation 

is  bound  to  result  at  home.    This  was  the  basis 

... 
;  of  the  strong  position  which  he  took  in  vetoing 

•the  Emergency  Tariff  Bill  of  1921.  For 
jnearly  a  generation  before  the  war,  the  Presi- 
dent pointed  out,  our  exports  of  agricultural 
i commodities  exceeded  our  imports  by  from 
^$200,000,000  to  $500,000,000,  reaching  the  huge 
itotal  in  1919  of  $1,904,292,000.  The  heighten- 
ing of  the  tariff  wall  and  consequent  reduction 


of  imports  for  the  sake  of  a  privileged  few 
meant  only  the  sacrifice  of  foreign  markets 
upon  which  the  welfare  of  agriculture  and  of 
America  depended.  "What  the  farmer  now 
needs  ",  he  asserted  in  his  veto  message,  "  is 
.  .  .  larger  foreign  markets  for  his  surplus 
products.  Clearly,  measures  of  this  sort  will 
not  conduce  to  an  expansion  of  the  foreign 
market." 

A  second  reason  for  his  vigorous  opposition 
to  the  tariff  bill  lay  in  the  changed  financial! 
situation  of  the  United  States.  This  country! 
he  pointed  out,  had  become  since  the  war  a 
great  creditor  nation.  If  Europe  was  to  re- 
pay this  indebtedness  and  continue  to  buy  our 
goods,  we  must  be  prepared  to  buy  from,  her.j 

"There  are  only  three  ways  ",  he  declared 
with  dramatic  intensity,  "in  which  Europe 
can  meet  her  part  of  her  indebtedness,  namely, 
by  the  establishment  of  private  credits,  by  the 
shipment  of  gold,  or  of  commodities.  It  is; 
difficult  for  Europe  to  discover  the  requisite 
securities  as  a  basis  for  the  necessary  credits.; 
Europe  is  not  in  a  position  at  the  present  times 
to  send  us  the  amount  of  gold  which  would1 
be  needed,  and  we  could  not  view  further  large, 
imports  of  gold  into  this  country  without  con-i 
cern.  The  result,  to  say  the  least,  would  be  I 
larger  disarrangement  of  international  ex- 
change and  disturbance  of  international  trade. ; 

"  If  we  wish  to  have  Europe  settle  her  debts, 
governmental  or  commercial,  we  must  be  pre- : 
pared  to  buy  from  her,  and  if  we  wish  to  as-! 
sist  Europe  and  ourselves  by  the  export  either; 
of  food,  of  raw  materials,  or  finished  products,' 
we  must  be  prepared  to  welcome  commodities' 
which  we  need  and  which  Europe  will  be  pre- 
pared,  with  no  little  pain,  to  send  us. 

"  Clearly,  this  is  no  time  for  the  erection 
here  of  high  trade  barriers.  It  would  strike  a 
blow  at  the  large  and  successful  efforts  which 
have  been  made  by  many  of  our  great  indus- 
tries to  place  themselves  on  an  export  basis. 
It  would  stand  in  the  way  of  the  normal  re* 
adjustment  of  business  conditions  throughout 
the  world,  which  is  as  vital  to  the  welfare  of 
this  country  as  to  that  of  all  the  other  na- 
tions.   The  United  States  has  a  duty  to  itself 


as  well  as  to  the  world,  and  it  can  discharge 
this  duty  by  widening,  not  by  contracting,  its 
world  markets." 

Had  the  Nation  only  heeded  his  prophetic 
irarning,   what  untold   suffering  might  have 

been  spared  ! 

Economic  barriers  in  his  eyes,  moreover, 
were  a  menace  to  the  peace  of  the  world.  In 
the  continuation  of  trade  barriers  against  Ger- 
many and  her  allies  he  saw  only  the  prolonga- 
tion of  war  long  after  the  declaration  of  peace, 
and  perhaps  the  making  of  future  war.  "We 
do  not  wish  to  fight  [Germany]  ",  he  declared 
to  Congress  in  his  address  of  January  8,  1918, 
"either  with  arms  or  with  hostile  arrange- 
ments of  trade  if  she  is  willing  to  associate 
herself  with  us  and  the  other  peace-loving  na- 
tions of  the  world."  A  month  later  we  hear 
him  declaring :  "  Separate  and  selfish  compacts 
with  regard  to  trade  and  the  essential  mate- 
rials of  manufacture  would  afford  no  founda- 
tion for  peace.  Neither  .  .  .  will  separate  and 
selfish  compacts  with  regard  to  provinces  and 
peoples."  "  The  American  people  ",  he  wrote 
to  the  Pope  on  August  27,  1917,  "...  believe 
that  peace  should  rest  upon  the  rights  of 
peoples  .  .  .  to  freedom  and  security  and  self- 
government  and  to  a  participation  upon  fair 
terms  in  the  economic  opportunities  of  the 
world."  Again  and  again  he  reiterates  the 
thought:  Peace,  to  be  lasting,  must  rest  upon 
the  removal  so  far  as  possible  of  all  economic 
barriers. 

The  second  fundamental  in  Wooclrow  Wil- 
son's economic  basis  for  peace  was  "  the  estab- 
lishment of  an  equality  of  trade  conditions 
among  all  the  nations  consenting  to  the  peace." 
The  principle  expressed  in  these  words  needs 
little  elaboration.  Discrimination  is  economic 
armament,  not  defensive  but  offensive.  Dis- 
crimination means  in  its  essence  economic  in- 
jury and  hostility ;  it  is  the  direct  pathway  to 
trade  war.     As  long  as  each  nation  discrimi- 


nates  against  its  competitors,  bargaining  for 
preferences  and  seeking  by  political  controls 
to  shift  trade  for  its  own  profit  from  normal 
economic  channels,  there  can  be  no  lasting  eco- 
nomic stability ;  and  without  economic  stability 
there  can  be  no  lasting  peace. 

In  spite  of  the  Allies'  open  declaration  dur- 
ing the  war  for  a  trade  alliance  following  the 
peace  to  discriminate  against  enemy  trade,  Mr. 
Wilson  insisted  that  peace  must  rest  upon  a] 
basis  of  equality  through  automatic  applica- 
tion of  most-favored-nation  treatment.  "  The. 
experiences  of  the  past  among  nations  ",  he 
declared,  "  have  taught  us  that  the  attempt  by 
one  nation  to  punish  another  by  exclusive  and 
discriminatory  trade  agreements  has  been  a 
prolific  breeder  of  that  kind  of  antagonism 
which  oftentimes  results  in  war,  and  that  if  a 
permanent  peace  is  to  be  established  among 
nations  every  obstacle  that  has  stood  in  the 
way  of  international  friendship  should  be  cast! 
aside." 
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Such  was  Woodrow  Wilson's  vision  of  the 
economic  basis  for  a  lasting  peace.  Peace 
could  not  be  enduring  if  economic  barriers 
divided  nation  from  nation  and  stopped  the 
flow  of  trade  which  under  modern  conditions 
constitutes  the  very  lifeblood  of  nations. 

For  over  10  years  his  words  went  unheeded. 
Not  only  did  we  cavalierly  fail  to  remove 
economic  barriers;  we  created  new  ones.  In 
1921  we  heightened  our  tariff  wall  by  the 
passage,  after  Mr.  Wilson's  retirement,  of  the 
Emergency  Tariff  Act.  In  1922  we  raised  it 
again  by  the  passage  of  the  Fordney-McCum- 
ber  Tariff  Act.  In  1930,  in  the  face  of  warn- 
ings and  anxious  protests  from  some  33  for- 
eign countries,  we  enacted  the  highest  tariff 
act  in  our  history,  the  Hawley-Smoot  tariff. 
Instead  of  taking  European  imports,  we  built 
our  tariff  walls  to  impossible  heights  and  fi- 


Lanoed  our  Deeded  exports  by  heavy  Loans  t<> 
Europe,  With  the  default  of  many  of  these 
■pans  after  L929  we  were  taught  the  utter  folly 

of  this  policy. 

Our  own  tariff  barriers  led  to  defensive  or 
retaliatory  trade  barriers  in  other  countries. 
Economic  and  financial  problems  multiplied 
and  increased  in  intensity.  Defensive  eco- 
nomic devices  such  as  quota  restrictions,  ex- 
change controls,  and  currency  depreciation 
became  in  their  turn  the  cause  of  new  diffi- 
culties. International  trade  became  strait- 
jacketed  by  arbitrary  political  controls.  Equal- 
ity of  trade  conditions  was  swept  aside  by 
preferences,  discriminations,  and  ruthless 
practices.  The  world  became  a  battleground 
of  economic  conflict.  We  began  to  learn 
through  suffering  the  truth  of  Woodrow  Wil- 
son's words.  At  the  end  of  1932  our  foreign 
trade  had  shrunk  to  a  third  of  its  former 
value.  Suffering  and  unemployment  and  eco- 
nomic break-down  stalked  throughout  the 
land. 

Finally  the  lesson  was  driven  home.  We 
came  to  realize  that  an  excessively  high  tariff 
means  the  sacrifice  of  foreign  markets,  and 
that  we  must  have  foreign  markets  in  which 
to  sell  our  surpluses  if  we  are  to  have  do- 
mestic prosperity. 

In  1934  we  passed  the  Trade  Agreements 
Act  in  the  effort,  through  reciprocal  reduc- 
tion of  trade  barriers,  to  regain  our  lost  trade. 
The  striking  fact  is  that  this  program  to 
which  we  have  finally  been  driven  has  the 
same  two  objectives  which  Woodrow  Wilson 
put  forward  in  the  closing  years  of  the  Euro- 
pean War  as  the  necessary  economic  founda- 
tion for  a  lasting  peace. 

The  first  of  these  is  the  reduction  or  elimi- 
nation, so  far  as  possible,  of  economic  barriers 
through  reciprocal  trade  agreements  in  order 
to  liberalize  the  trade  of  the  world.  Still  ring- 
ing: in   our  ears  are  the  words  of  Woodrow 
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Wilson,  uttered  in  his  speech  of  acceptance 
back  in  1912:  "We  need  foreign  markets. 
That  is  another  force  that  is  going  to  break 
the  tariff  down.  The  tariff  was  once  a  bul- 
wark ;  now  it  is  a  dam.  For  trade  is  recipro- 
cal ;  we  cannot  sell  unless  we  also  buy !  " 

The  second  purpose  of  the  program  is  the] 
removal  or  prevention  of  trade  discrimina- 
tions— in  other  words,  Woodrow  Wilson's 
equality  of  trade  conditions.  If  a  nation  is  to 
enter  into  trade  at  all,  broadly  speaking,  it 
must  base  its  commercial  policy  upon  one  of 
two  alternatives:  (a)  preferences  given  and 
received,  or  (b)  equality  to  all.  The  choice 
between  these  two  opposing  policies  has  lately 
become  the  subject  of  extended  controversy,  as 
though  the  issue  were  a  new  one.  Nothing 
could  be  further  from  the  truth.  In  fact,  the 
issue  today  presents  merely  in  a  more  acute 
form  the  same  plausibilities  and  perils  which 
existed  almost  from  the  outset. 

Of  the  two  alternative  policies,  that  of  pref- 
erential bargaining  will  readily  win  the  pop-1 
ular  approval  of  the  unthinking.  Under  such 
a  program  the  United  States  would  gain  many 
exclusive  trade  advantages  by  giving  them  in 
return.  We  would  trade  special  privilege  for 
special  privilege;  and  thus,  it  might  be  sup- 
posed, we  would  both  protect  our  domestic  in- 
dustry from  the  competition  of  imports  from 
third  countries  and  at  the  same  time  gain  a 
privileged  position  for  our  exports  in  foreign 
markets. 

But  the  difficulty  is  that  each  preference 
given  exclusively  to  a  single  nation  constitutes 
a  discrimination  against  more  than  50  other 
nations.  There  can  be  no  preference  without 
discrimination.  A  policy  of  preferential  bar- 
gaining means  in  its  very  essence  a  policy  of 
wide-spread  discrimination.  And  discrimina- 
tion means  economic  conflict  and  retaliation 
and  rising  trade  barriers.  A  nation  which 
seeks  increased  outlets  in  foreign  markets  for 
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its  domestic  surpluses  cannot  afford  as  a  long- 
feme  policy  to  follow  a  program  of  bargain- 
ing in  preferences. 
The  choice  of  equality  ms  the  basis  of  our 

commercial  policy  rather  than  of  preferences 
given  and  received  goes  back  to  our  earliest 
days.  It  was  George  Washington  who  firsi 
clearly  laid  it  down  in  his  famous  Farewell 
Address.  "Our  commercial  policy  ",  runs  his 
message,  "should  hold  an  equal  and  impartial 
hand,  neither  seeking  nor  granting  exclusive 
favors  or  preferences;  consulting  the  natural 
course  of  things;  diffusing  and  diversifying  by 
gentle  means  the  streams  of  commerce,  but 
forcing  nothing." 

Since  Washington's  day,  the  policy  of  equal- 
ity of  treatment,  otherwise  known  as  the 
"  most-favored-nation "  policy,  tested  and 
proved  by  years  of  experience,  has  constituted 
the  very  cornerstone  of  American  commercial 
practice.  It  is  the  policy  which  Woodrow 
Wilson  also  insisted  upon,  as  one  of  the  indis- 
pensable foundations  for  lasting  peace.  Listen 
to  his  words : 

f  "Whatever  tariff  any  nation  might  deem 
'  necessary  for  its  own  economic  service,  be  that 
tariff  high  or  low,  it  should  apply  equally  to 
all  foreign  nations ;  in  other  words,  .  .  .  there 
should  be  no  discriminations  against  some  na- 
tions that  [do]  not  apply  to  others." 


Ill 


Today  we  cannot  escape  the  fundamental 
truth  of  Woodrow  Wilson's  words  and  of 
Woodrow  Wilson's  vision.  Since  the  war, 
nation  after  nation  has  surrendered  to  the  on- 
slaught of  economic  nationalism.  At  present 
national  frontiers  are  as  formidably  fortified 
with  trade  barriers  as  with  armed  defenses. 
We  cannot  have  peace  without  economic  dis- 
armament. We  cannot  have  peace  except  as 
we  build  it  upon  stable  economic  foundations. 
And  those  foundations  can  be  no  other  than 
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"  the  removal  so  far  as  possible  of  all  economic 
barriers  "  and  "  the  establishment  of  an  equal- 
ity of  trade  conditions."  If  goods  cannot 
move  across  international  frontiers,  armies 
will. 

Truth  endureth  from  generation  to  genera- 
tion. If  the  principles  which  Woodrow  Wil- 
son so  clearly  enunciated  as  the  bases  of  last- 
ing peace  were  true  in  his  day,  they  are  equally 
true  and  revealing  today.  Translated  into  a 
concrete  program  for  peace  which  might  be 
realized  in  the  years  immediately  ahead,  what 
do  these  principles  mean? 

If  our  thought  is  in  terms  of  actual  possi- 
bilities rather  than  of  ideal  Utopias,  probably 
we  cannot  aspire  to  as  thorough-going  an  ap- 
plication of  these  principles  to  self-governing 
countries  as  to  colonial  areas.     In  the  former 
the  economic  basis  for  peace  must  mean  a  con- 
structive program  for  the  gradual  liberaliza- 
tion of  trade  not  unlike  that  now  being  pur- 
sued by  the  present  administration,  through 
its  trade-agreements   program.     A   concerted 
effort  must  be  made  by  trading  nations,,  either  ; 
through  bilateral  trade  agreements  or  through 
plurilateral  conventions,  to  reduce  and  remove)  ; 
so  far  as  possible  trade  barriers,  and  to  insure  I 
equality  of  trade  conditions  throughout  the 
world.      In    spite    of    temporary    departures 
necessitated    by   practical   circumstances   now  : 
and  again,  the  principles  themselves  must  be  < 
constantly    dominant    and    ultimately    trium-  j 
phant  if  we  are  to  have  lasting  peace. 

Discriminatory  practices  must  be  eliminated, 
and  concessions  granted  to  one  must  be 
granted  on  equal  terms  to  all  other  nations 
which  do  the  same  in  return.  Equality  must! 
be  reciprocal;  if  a  nation  is  to  enjoy  equal 
treatment  at  the  hands  of  others,  it  is  under 
an  equivalent  obligation  to  afford  the  same 
treatment  in  return.  As  expressed  by  the 
representatives  of  over  50  nations  assembled  at 
Geneva  last  summer,  the  "  removal  of  the  im- 
pediments to  the  exchange  of  goods  "  through 
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"bilateral  agreements  having  as  their  objec- 
tive the  application  of  a  more  liberal  pol- 
icy .  .  .  based  upon  the  principle  of  the  most- 
favored-nation  clause"  is  "indispensable  if 
economic  recovery  is  to  be  developed." 

With  regard  to  the  colonial  and  other  non- 
sovereign  areas  of  the  world,  one  might  hope 
for  a  more  thorough-going  program.  The 
problem  here  is  one  of  assuring  to  nationals  of 
all  countries  complete  equality  of  access  to 
markets  and  equality  of  treatment  for  those 
desiring  to  live  or  do  business  within  such 
areas.  The  idea  that  colonies  are  necessary 
as  an  outlet  for  surplus  populations  is,  under 
present  world  conditions,  a  myth.  In  actual 
fact,  nationals  do  not  emigrate  to  colonial 
areas  in  sufficiently  large  numbers  to  relieve 
home  congestions.  For  example,  in  20  years 
before  the  war  only  some  50,000  Germans  set- 
tled in  German  colonies. 

Another  aspect  of  the  problem,  though  per- 
haps a  relatively  minor  one,  is  access  to  colo- 
nial raw  materials.  During  peacetime  this  is 
not  as  vital  and  critical  a  problem  as  has  been 
sometimes  supposed.  Under  present  world 
conditions  the  vital  difficulty  is  not  securing 
raw  materials  to  buy  but  securing  markets  in 
which  to  sell.  But  in  time  of  war,  shortage  of 
raw  materials  raises  supreme  difficulties.  The 
problem  of  raw  materials,  therefore,  becomes 
largely  one  of  guaranteeing  peace,  and  thus 
transcends  the  economic  sphere. 

It  is  nondiscriminatory  access  to  colonial 
markets  and  equality  of  opportunity  for  all 
in  colonial  areas  which  must  constitute  the 
really  vital  issues.  The  support  of  dense  pop- 
ulations without  lowering  their  standards  of 
living  is  dependent  not  on  emigration  to  colo- 
nial areas  but  on  access  to  markets.  The 
problem  that  goes  to  the  heart  of  the  matter 
is  how  to  formulate  and  make  practical^  se- 
cure positive  guarantees  of  nondiscriminatory 
access  to  colonial  markets  and  of  equality  of 
rights   to   all   desirous   of   living   in   colonial 
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areas.  This  raises  difficult  and  diverse  issues; 
but  upon  these  attention  and  constructive 
thought  must  be  focused  if  we  are  to  make 
lasting  progress. 

If  we  are  to  have  peace  we  must  build  for 
it — and  build  constructively.  Otherwise  comes 
break-down— and  war.  If  our  civilization  can 
buy  peace  by  the  liberalization  of  trade  and 
the  abandonment  of  colonial  preferences,  all 
will  be  the  gainers. 


As  the  years  pass,  the  stature  of  Woodrow 
Wilson  grows.  He  was  intent  upon  the  sav- 
ing of  a  civilization.  The  long  march  of  hu- 
man progress  cannot  be  envisaged  except  in 
terms  of  peace.  War  inevitably  retards  or 
shatters  the  march  of  progress.  If  men  fail 
to  find  a  way  of  circumventing  war,  sooner  or 
later  it  undermines  or  smashes  civilization. 
He  who  passionately  loves  humanity  and  con- 
secrates his  life  to  human  progress  must  be  a 
man  of  peace.  Truth  knows  no  other  direc- 
tion. That  is  why  Woodrow  Wilson,  fiery 
fighter  as  he  was,  daring,  dauntless,  unyielding, 
will  go  down  in  history  as  the  great  apostle 
of  peace.  There  is  an  inevitability  about  that 
as  simple  and  as  great  as  the  man.  He  gave 
his  soul's  best  and  finally  his  life  in  the  sub- 
lime effort  to  find  a  practicable  way  to  lasting 
peace  and  thus  to  guarantee  human  progress 
against  future  wreckage. 

In  one  of  the  last  articles  he  wrote,  he 
summed  up  the  conclusions  of  his  life's  expe- 
rience. 

_ "  The  sum  of  the  whole  matter  is  this,"  were 
his  final  words,  "that  our  civilization  cannot 
survive  materially  unless  it  be  redeemed  spirit- 
ually. It  can  be  saved  only  by  becoming  per- 
meated with  the  spirit  of  Christ  and  being 
made  free  and  happy  by  the  practices  which 
spring  out  of  that  spirit.  Only  thus  can  dis- 
content be  driven  out  and  all  the  shadows 
lifted  from  the  road  ahead." 
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TRADE  POLICIES 
AND  PEACE' 

I  presume  that  most  people  would  find  them- 
selves in  complete  agreement  in  believing  that 
during  the  past  15  years  the  nations  of  the 
world  have  done  many  things  which  they  ought 
not  to  have  done,  and  have  left  undone  many 
things  which  they  ought  to  have  done — if  they 
are  to  live  in  peace.    Not  the  least  among  the 
things  left  undone  has  been  the  failure  to  build 
the  economic  foundations  necessary  for  a  last- 
ing peace.    If  the  world  is  to  enjoy  peace  and 
stable  prosperity,  nations  must   pursue  eco- 
nomic policies  which  permit  peace.    It  is  with 
this  thought  in  mind  that  I  should  like  to  con- 
sider with  you  certain  aspects  of  our  foreign 
'   commercial  policy;  for  unless  Americans  gen- 
erally come  to  comprehend  something  of  the 
^  underlying    problems    of    commercial    policy 
J  which  we  face  today,  we  stand  in  danger,  in 
^  spite  of  our  ardent  desire  for  peace,  of  being 
I  caught  in  the  tide  sweeping  toward  war,  and 
I  no  program  for  peace  or  neutrality  will  prove 
>   practicable  unless  at  the  same  time  we  build 
I  a  ground  work  of  sound  commercial  policy. 
£      Since  the  war,  nation  after  nation  has  sur- 
7  rendered  to  the  onslaught  of  economic  nation- 
§  alism.    Tariff  walls  have  been  heightened  •  ar- 
bitrary quota  restrictions  and  exchange  con- 
trols have  been  set  up  in  increasing  number 
( until  today  the  national  frontiers  of  the  world 
v  are  as  formidably  fortified  with  trade  barriers 
v  as  with  armed  defenses.    The  result  is  a  stag- 
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gering  drop  in  international  trade.  Between 
1929  and  1932  the  value  of  international  trade 
dropped  to  about  a  third  of  its  former  value. 
If  goods  can't  cross  international  frontiers] 
armies  will. 

It  will  not  do  to  deal  with  symptoms  rather 
than  causes.  Much  effort  has  been  spent  since 
the  war  in  seeking  to  limit  or  reduce  national 
armaments.  But  until  very  recent  years  com- 
paratively little  effort  has  been  spent  in  seek- 
ing to  limit  or  reduce  economic  armaments. 
Perhaps  this  is  not  the  least  substantial  cause 
why  armed  preparations  are  in  the  ascendant 
today.  If  we  are  to  have  lasting  peace,  eco- 
nomic disarmament  is  quite  as  important  as 
military  disarmament — perhaps  more  so. 

President  Wilson  used  to  delight  in  telling 
a  quaint  story  of  a  Scottish  Highlander,  who 
went  into  the  market  of  Edinburgh  followed 
by  his  dog.  He  went  into  a  fishmonger's  stall, 
and  the  dog  incautiously  dropped  his  tail  into 
a  basket  of  lobsters,  and  one  of  the  lobsters 
nipped  his  tail,  whereupon  the  dog  went  yelp-, 
ing  down  the  street,  with  the  lobster  bouncing 
after.  The  fishmonger  said,  "Hoot,  mon!! 
whussle  to  your  dog!"  "Hoot!"  said  the 
Scotchman,  "whussle  to  your  lobster." 

We  must  whistle  off  the  economic  policies 
which  pinch  before  we  can  control  the  dogs  of 
war. 

I  want  to  begin  with  a  thought  which  I  be- 
lieve must  underlie  all  our  planning  for  peace. 
It  is  this:  that  nations  will  prefer  to  fight 
rather  than  to  impair  seriously  their  prevail- 
ing standards  of  living,  and  that  it  is  utterly 
impossible  for  some  50  nations  to  achieve  or 
maintain  a  satisfactory  standard  of  living  as 
self-contained  units. 

The  United  States,  with  its  richly  diversi- 
fied resources  and  industries,  can  perhaps  at- 
tain a,s  high  a  measure  of  self-sufficiency  as 
any  other  nation.  And  yet  all  but  the  most 
extreme  of  the  economic  nationalists  would  ad- 
mit that  any  sweeping  program  of  complete 
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ioonomic  self-sufficiency,  even  for  the  United 
States,  is  impossible  in  the  world  <>i"  fact 

How  long  would  i\w  people  of  the  United 
States  be  willing  to  go  without  coffee?  In 
Jl934we  imported  $133,154,000  worth  of  coffee. 
We  also  imported  $101,532,000  worth  of  rub- 
ber, $71,764,000  worth  of  silk,  $14,801,000 
worth  of  tin.  We  need  rubber  for  our  auto- 
mobile tires;  we  need  tin  for  containers;  we 
need  antimony  for  our  telephone  equipment; 
jute  for  our  burlap  bags;  hemp  for  our  rope. 
Not  one  of  these  can  the  United  States  pro- 
duce. Are  we  ready  to  forego  the  use  of  silk, 
or  of  tea,  chocolate,  bananas,  and  other  tropi- 
cal products  which  we  cannot  grow  ? 

Moreover,  many  of  our  important  industries 
are  vitally  dependent  upon  imported  raw  ma- 
terials or  ores.  To  cut  ourselves  off  from  all 
foreign  importations  would  play  havoc  with 
our  economic  processes  and  our  accustomed 
ways  of  living.  That  the  value  of  these  is 
small  in  proportion  to  the  total  value  of  goods 
consumed  in  the  country  may  be  readily  ad- 
mitted. The  point  is  that  we  cannot  set  our- 
selves up  as  a  hermit  nation.  If  the  American 
standard  of  living  is  to  be  maintained,  we 
must  trade. 

But  the  case  for  foreign  trade  rests  upon 
necessities  more  biting  than  our  requirements 
of  essential  imports.  Unless  we  can  export 
and  sell  abroad  our  surplus  production,  we 
must  face  a  violent  dislocation  of  our  whole 
domestic  economy.  Many  of  our  strongest  in- 
dustries are  those  in  which,  because  of  climate, 
soil,  natural  resources,  aptitudes  of  labor, 
mass-production  possibilities,  or  otherwise,  we 
can  produce  better  products  and  sell  them 
more  cheaply  in  the  markets  of  the  world  than 
our  competitors.  It  is  natural  that  we  should 
build  up  with  respect  to  these  products  an 
important  export  trade.  These  are,  generally 
speaking,  the  industries  or  occupations  in 
which  American  labor  can  produce  most  effec- 
tively.    To  cut  foreign  markets  away  from 


them  is  to  cripple  our  strongest  and  most  re- 
warding forms  of  production,  with  a  conse- 
quent lowering  of  wages  and  increased  unem- 
ployment accompanied  by  a  rise  in  the  cost  of 
goods.  Inexorably  this  means  a  reduced 
standard  of  living  for  the  American  people. 

The  fact  is  that  international  trade  is  an 
essential  part  of  our  national  economy.  The 
value  of  our  cotton,  our  wheat,  our  lard,  our 
automobiles,  and  the  like,  depends  directly 
upon  whether  or  not  we  can  find  markets  for 
them.  Value  attaches  to  goods  because  they 
can  be  exchanged  for  other  goods.  A  nation's 
wealth  is  as  vitally  dependent  upon  the  posses- 
sion of  markets,  to  which  its  goods  have  access, 
as  upon  the  possession  of  the  goods  themselves. 
In  a  word,  national  wealth  depends  upon 
trade.  Cripple  a  nation's  trade,  and  you  strike 
directly  at  its  wealth.  To  the  extent  that  youi 
strip  a  nation  of  its  export  markets,  you  reduce 
thereby  its  national  income. 

Cotton  affords  an  illuminating  example. 
Speaking  broadly,  under  normal  conditions  we 
use  in  this  country  less  than  45  percent  of  our 
ordinary  cotton  crop ;  unless  we  can  exchange 
the  remaining  55  percent  abroad  for  other 
goods,  the  value  not  only  of  the  unsalable  sur- 
plus, but  of  the  entire  cotton  crop,  is  shattered. 
Similarly,  the  maintenance  of  a  normal  price 
return  for  our  whole  leaf -tobacco  production 
depends  upon  the  retention  of  foreign  markets 
for,  roughly,  35  percent  of  our  ordinary  crop. 
In  the  same  way,  to  maintain  normal  prices 
for  our  entire  production,  we  must  sell  abroad, 
roughly,  25  percent  of  our  lard,  20  percent  of 
our  rice,  40  percent  of  our  dried  fruits,  about 
60  percent  of  our  rosin  and  turpentine,  30  per- 
cent of  our  lubricating  oils.  And  so  it  is  in 
the  case  of  our  manufactures  which  have  been 
developed  to  serve  foreign  markets,  such  as 
agricultural  implements  and  automobiles.  A 
loss  of  foreign  markets  for  these  products 
means  unemployment  and  heavy  financial  loss. 


Moreover,  such  examples  reveal  how  spe- 
cious is  the  argument  that  our  export  trade  is 
unimportant  because  it  comprises  n«»t  more 
than  10  percent  of  our  total  production.  Gen- 
eral averages  in  a  case  like  this  are  seriously 
misleading.  It  is  not  merely  that  surpluses 
are  without  value  unless  markets  can  be  found 
for  them,  and  that  in  many  of  our  most  im- 
portant industries  and  occupations  the  sur- 
pluses which  we  must  sell  abroad  greatly  ex- 
ceed 10  percent.  Even  a  10-percent  loss  of 
trade  does  not  mean  that  the  remaining  90  per- 
cent of  the  enterprise  remains  in  a  prosperous 
condition.  The  equipment  necessary  for  pro- 
ducing the  10  percent  exported  is  not  separate 
and  distinct  from  that  necessary  for  producing 
the  remaining  90  percent.  It  is  an  intimate 
part  of  the  total  productive  equipment  of  the 
country;  and  when  exports  decline,  the  effec- 
tiveness of  the  productive  machine  as  a  whole 
is  impaired.  The  last  10  percent  in  many  cases 
makes  all  the  difference  between  profit  and  loss 
for  the  entire  enterprise. 

And  what  is  of  far  more  vital  consequence 
is  the  effect  of  unsalable  surpluses  on  domestic 
enterprises.  Unsold  surpluses,  by  glutting 
home  markets,  demoralize  the  prices  received 
for  that  part  of  the  output  or  crop  sold  at 
home,  and  thereby  spread  havoc  and  cause 
dislocation  throughout  the  industry  or  occu- 
pation. The  resulting  repercussions  are  na- 
tion-wide and  affect  producers  who  themselves 
do  not  sell  abroad.  Unquestionably  one  of  the 
substantial  causes  for  the  widespread  suffering 
and  unemployment  which  we  have  been  experi- 
encing since  1929  has  been  the  loss  of  foreign 
markets. 

Under  a  system  of  self-sufficiency  the  only 
alternative  for  unsalable  surpluses  is  an  arbi- 
trary restriction  of  production ;  and  this  would 
involve  not  only  a  lessening  of  national  wealth 
and  income  and  thereby  reduce  and  limit  the 
American  standard  of  living,  but  it  would  also 
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necessitate  a  degree  of  regimentation  and 
strait-jacketing  of  agriculture  and  business 
quite  incompatible  with  the  American  spirit. 
Time  does  not  permit  an  enumeration  of  the 
prodigious  changes  and  costs  which  such  a 
program  would  entail  in  our  economic,  our 
social,  and  our  political  life. 

To  restore  prosperity  among  the  cotton 
planters  of  the  South,  the  corn  farmers  of  the 
Middle  West,  the  wheat  ranchers  of  the 
Northwest,  the  fruit  growers  of  both  North 
and  South,  and  the  factory  workers  in  every 
State,  we  must  sell  abroad  more  cotton,  more 
hog  products,  more  wheat,  more  fruit,  more 
automobiles  and  more  machinery.  Increased 
exports  mean  increased  home  employment  and 
increased  money  in  the  pockets  of  American 
consumers. 

The  connection  is  close  and  direct  between 
exports  and  domestic  prosperity.  What  is  not 
so  apparent  to  some  is  the  close  connection  be- 
tween domestic  prosperity  and  imports. 

And  yet  it  must  be  obvious  to  all  that, 
broadly  speaking,  no  nation  can  continue  in- 
definitely to  buy  more  than  it  can  pay  for 
either  with  the  proceeds  from  sales  of  goods  or 
services  or  from  its  foreign  investments.  True, 
it  can  fill  the  gap  for  a  short  time  from  its 
gold  stocks  or  by  borrowing  abroad;  but  if 
such  a  course  is  too  long  pursued,  its  gold 
stocks  will  be  consumed  and  its  credit,  if  im- 
paired by  uneconomic  borrowing,  reduced  to  a 
point  where  further  continued  excesses  of  pur- 
chases over  sales  will  be  impossible. 

Trade  depends  upon  exchange.  Although 
purchases  and  sales  may  be  made  with  money 
or  credit,  these  after  all  are  only  media  of  ex- 
change by  which  the  seller  in  one  market  may 
buy  his  goods  in  another.  We  in  the  United 
States  cannot  have  exports  without  imports. 
And  what  is  often  lost  sight  of,  the  amount  of 
the  one  cannot  but  be  roughly  determined  by 
the  other.     If  American  domestic  prosperity 


depends  upon  increased  exports,  it  musi  be 
squally  dependent  upon  increased  imports. 

Moreover  the  United  states,  as  a  great  cred- 
itor nation,  must  be  prepared  to  accept  goods 
if  it  is  to  receive  payment  on  its  Large  foreign 
investments.  Thus  the  soundest,  if  not,  in- 
deed, the  only  sound  way  of  increasing  our  ex- 
ports and  protecting  our  Long-term  foreign  in- 
vestments, lies  through  a  substantial  and 
healthy  increase  of  imports.  This  does  not 
mean  an  economic  dislocation  of  domestic  in- 
dustry. As  a  matter  of  fact,  a  substantial 
portion  of  our  import  trade  is  noncompetitive, 
and  the  range  of  noncompetitive  commodities 
can  be  enlarged.  It  means  rather  a  liberaliza- 
tion of  trade  restrictions  so  that  we  may  more 
easily  sell  to  foreign  nations  the  things  we 
can  most  profitably  produce  and,  similarly, 
buy  from  them  the  things  we  desire  which  they 
can  most  profitably  produce. 

We  must  not  be  misled  by  the  current  notion 
that  we  can  increase  employment  and  the 
standard  of  living  for  American  workmen  by 
excluding  foreign  goods. 

Such  an  assumption  runs  exactly  contrary 
to  the  actual  figures.  Increases  of  imports 
have  not  in  fact  resulted  in  decreased  domestic 
employment ;  neither  have  decreases  in  imports 
resulted  in  increased  domestic  employment. 
The  outstanding  refutation  of  the  false  as- 
sumption  is  our  own  country's  experience  dur- 
ing the  past  10  years.  In  the  latter  part  of  the 
1920's  we  were  prosperous  beyond  our  dreams. 
Wages  rose  to  their  highest  level;  unemploy- 
ment was  at  a  minimum.  Yet  during  this 
decade  our  imports  were  steadily  mounting 
until  in  1929  their  value  reached  the  enormous 
figure  of  44  hundred  million  dollars.  Between 
1929  and  1933  the  value  of  our  annual  imports 
dropped  from  44  hundred  million  dollars  to 
13  hundred  million — to  less  than  a  third  of 
their  former  value.  At  the  same  time  our 
unemployment  figures  soared  to  unprecedented 
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heights.  The  staggering  decrease  in  imports 
went  hand  in  hand  with,  not  increased  employ- 
ment of  American  workers,  but  staggering  un- 
employment. Since  1933  our  imports  have 
begun  slowly  to  rise.  This  rise  in  imports  has 
been  accompanied  by  a  general  rise  in  Ameri- 
can employment. 

According  to  the  Federal  Reserve  Board  in- 
dices for  the  16  years  since  these  figures  were 
kept  (1919-35),  every  single  year  in  which 
imports  increased,  factory  employment  in- 
creased; and  every  year  in  which  imports  de- 
creased, factory  employment  decreased.  A 
study  of  the  rise  and  fall  of  farm  employment 
and  farm  wages  as  compared  with  imports 
shows  also  a  striking  correlation. 

It  was  to  square  our  commercial  policy  with 
the  needs  of  American  agriculture  and  indus- 
try that  President  Roosevelt  recommended  the 
passage  of  the  Trade  Agreements  Act  of  1934. 
The  trade  agreements  program,  which  is  being 
carried  out  under  the  authority  of  this  act, 
has  for  its  purpose  both  the  liberalization  of 
international  trade  (through  the  reciprocal 
reduction  of  trade  barriers)  and  the  removal 
and  prevention  of  discriminations  against 
American  trade. 

If  the  purpose  for  which  the  act  was  passed 
is  to  be  attained,  our  methods  must  be  broader 
than  mere  "horse  trading".  We  must  make  of 
the  act  an  instrumentality  for  throwing  the 
weight  of  American  power  and  influence 
against  the  disastrous  world  movement  toward 
economic  nationalism.  Our  objective  must  be 
to  encourage  and  to  make  possible,  so  far  as  we 
can,  the  breaking  away  by  other  nations  from 
the  vicious  circle  in  which  they  are  caught, 
and  their  return  to  a  more  liberal  and  construc- 
tive commercial  policy.  Through  economic 
recovery  lies  the  pathway  to  peace. 

If  a  nation  is  to  trade  at  all,  broadly  speak- 
ing, it  must  base  its  commercial  policy,  and  it 
must  give   and   seek   trading  privileges   and 
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concessions,  upon  one  of  two  alternatives:  (1) 
preferences  given  and  received,  or  (2)  equality 
to  all.  Of  late  years,  the  increasing  drive  of 
economic  nationalism  lias  manifested  itself 
through  a  growing  movement  in  the  direction 
of  preferential  trading. 

Of  the  two  alternative  policies,  that  of  pref- 
erential bargaining  will  readily  win  the  ap- 
proval of  superficial  observers,  since  it  has 
many  apparent  advantages.  The  United 
States,  under  such  a  policy,  would  give  exclu- 
sive advantages  in  return  for  exclusive  advan- 
tages. In  other  words,  reductions  in  duty  by- 
each  country  would  apply  only  to  products  of 
the  other,  like  products  of  third  countries  be- 
ing subject  to  higher  tariff  rates.  Thereby  we 
would  seem  (1)  to  afford  protection  to  domes- 
tic producers  against  competing  imports  from 
other  nations,  (2)  to  secure  American  export- 
ers against  competition  in  the  markets  of  the 
other  country  from  exporters  in  third  coun- 
tries, and  (3)  at  the  same  time  to  increase  the 
inducement  to  other  nations  to  make  conces- 
sions to  us  by  giving  their  exporters  corre- 
sponding advantages  in  our  market.  We 
would  trade  special  privilege  for  special  privi- 
lege ;  and  thus  it  might  be  supposed  we  could 
bargain  away  the  foreign  trade  barriers  which 
hamper  the  free  flow  of  American  exports. 

But  the  difficulty  is  that  each  preference, 
given  exclusively  to  a  single  nation,  constitutes 
a  discrimination  against  more  than  50  other 
nations.  There  can  be  no  preference  without 
discrimination.  A  policy  of  preferential  bar- 
gaining means  in  its  very  essence  a  policy  of 
widespread  discrimination.  And  discrimina- 
tion gives  rise  to  counter  measures — commonly 
referred  to  as  retaliation — since  no  nation  can 
afford  to  see  its  exports,  on  which  it  may  de- 
pend for  its  economic  existence,  displaced  by 
the  exports  of  third  countries.  Eetaliation 
spells  new  and  still  higher  trade  barriers.  A 
nation  which  seeks  increased  outlets  in  foreign 


10 


markets  for  its  domestic  surpluses  cannot  af- 
ford as  a  long-time  policy  to  follow  a  program 
of  bargaining  in  preferences. 

On  the  other  hand,  just  as  preferential  bar- 
gaining leads  to  economic  conflict,  so  the  sys- 
tem of  equal  treatment  under  the  uncondi- 
tional most-favored-nation  policy  makes  for 
economic  peace  and  stability.  It  prevents 
granting  to  specially  favored  nations  exclusive 
preferences  which  enable  them  to  undercut  the 
prices  of  their  competitors  in  foreign  markets 
and  thus  to  shift  the  currents  of  world  trade 
and  cause  untold  injury.  In  its  essence  it 
means  the  rule  of  minimum  disturbance  in 
international  trade.    It  means  economic  peace. 

No  one  has  expressed  this  thought  more 
aptly  than  George  Washington  in  his  famous 
Farewell  Address.  "Harmony,  and  a  liberal 
intercourse  with  all  nations,"  he  said,  "are  rec- 
ommended by  policy,  humanity,  and  interest. 
But  even  our  commercial  policy  should  hold  an 
equal  and  impartial  hand,  neither  seeking  nor 
granting  exclusive  favors  or  preferences;  con- 
sulting the  natural  course  of  things ;  diffusing 
and  diversifying  by  gentle  means  the  streams 
of  commerce,  but  forcing  nothing." 

Ever  since  the  days  of  George  Washington, 
the  policy  of  equality  of  treatment  to  all,  tested 
and  proved  by  years  of  experience,  has  consti- 
tuted the  very  cornerstone  of  American  com- 
mercial practice.  It  is  founded  upon  justice 
and  fairness,  and  therefore  it  will  be  enduring. 
On  it  rests  our  "open  door"  policy.  It  lies  at 
the  foundation  of  innumerable  claims  and  pro- 
tests which  the  State  Department  makes  when- 
ever discrimination  can  be  proved  against 
American  commerce.  It  fundamentally  under- 
lies our  position  toward  European  debtor 
countries.  It  shapes  our  basic  policy  in  deal- 
ing with  problems  of  quota  restrictions  and  ex- 
change control.  It  has  been  and  still  is  the 
guiding  star  of  American  commercial  policy. 

Those  who,  swept  along  in  the  present-day 
currents  of  economic  nationalism,  now  advo- 
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bate  replacing  it  with  a  plausible  policy  ox 
preferential  bargaining,  do  not  stop  to  count 
the  consequences  or  the  cost.  The  policy  of 
preferential  bargaining  means  the  shifting  and 
adjustment  of  the  currents  of  world  trade,  not 
in  response  to  the  operation  of  the  funda- 
mental economic  forces  of  supply  and  demand, 
but  in  accordance  with  the  arbitrary  and  polit- 
ical decisions  of  governmental  officials.  It 
means  the  placing  of  the  economic  life  of  every 
nation  at  the  mercy  of  political  manipulations 
made  sometimes  by  its  own  officials  and  some- 
times by  those  of  other  nations  over  whom  it 
has  no  control. 

Yet,  under  the  drive  toward  economic  na- 
tionalism, the  policy  of  equality  of  treatment 
is  gradually  being  supplanted  by  that  of  trad- 
ing in  preferences.  If  this  movement  is  not 
checked,  white  water  lies  ahead.  Special  bar- 
gaining arrangements,  arbitrary  allotments  of 
quotas,  artificial  diversions  of  trade  to  coun- 
tries in  exchange  for  special  concessions,  al- 
lotments of  markets  to  favored  sellers,  prefer- 
ences granted  in  the  treatment  of  exchange 
control — all  these  are  fertile  soil  for  increasing 
international  strife.  By  the  arbitrary  act  of 
a  control  board,  or  by  a  preferential  treaty 
arrangement,  a  whole  market  may  suddenly 
be  destroyed  and  the  economic  life  of  a  third 
nation  threatened.  The  danger  is  that  nations, 
like  men,  may  prefer  to  fight  rather  than  to 
starve. 

A  further  danger  of  the  present  movement, 
thus  far  little  stressed,  gives  cause  for  perhaps 
the  gravest  concern  of  all.  If  national  eco- 
nomic self-sufficiency  should  be  the  dominant 
feature  of  the  civilization  of  the  immediate 
future,  it  would  mean  a  world  in  which  na- 
tional governments  will  undertake  to  control 
and  regulate,  and  sooner  or  later  to  take  over 
and  operate,  at  least  the  basic  industries  of  the 
country. 

In  the  early  part  of  the  nineteenth  century, 
business  enterprise   and  production  lay  very 
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largely  in  the  hands  of  competing  private  in- 
dividuals over  whom  government  exercised  an 
easy  and  salutary  control.  In  the  second  half 
of  the  nineteenth  century  the  individuals  in 
control  of  business  were  being  replaced  by 
corporations,  undying  and  powerful,  whose 
excesses  and  abuses  of  power  were  curbed  by  I 
courts  of  law  only  after  considerable  struggle 
and  difficulty.  Single  corporations  were  in 
turn  succeeded  at  the  close  of  the  century  by  I 
great  trusts  and  combinations,  so  powerful 
that  they  could  even  defy  at  times  the  power  \ 
of  government  itself.  Many  of  the  political 
battles  which  shook  Washington  and  menaced 
the  integrity  of  our  very  Government  were 
fought  over  the  effort  to  curb  flagrant  abuses 
of  power  in  the  prosecution  of  their  selfish 
purposes. 

We  now  face  another  critical  period.  The 
present  direction  of  economic  nationalism 
points  to  the  future  control  of  business  enter- 
prise, no  longer  by  individuals  alone  nor  by 
corporations  nor  trusts,  but  by  national  gov- 
ernments themselves. 

Where  will  this  development  lead?  What 
will  be  the  outcome  of  its  far-flung  implica- 
tions ? 

The  trusts  and  combinations  of  the  end  of 
the  nineteenth  century,  with  their  soulless  un- 
ethical practices  and  their  "public  be  damned" 
attitude,  are  in  the  way  of  becoming  eclipsed 
today  by  profoundly  more  powerful  units. 
Today  great  nations,  competing  relentlessly 
one  against  the  other  for  the  business  of  the 
world,  with  armies  and  navies  at  their  com- 
mand, resorting  too  often  to  methods  which 
the  courts  would  not  tolerate  in  private  life, 
manifest  far  too  frequently  an  attitude  of  "the 
world  be  damned". 

Picture  to  yourself  the  great  trusts  and  com- 
binations of  the  early  twentieth  century,  recall 
their  practices  in  pursuit  of  market  monopo- 
lies, magnify  their  power  and  their  resources  a 
hundredfold,  remove  from  them  all  the  re- 
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gtraint  of  law,  put  at  their  disposal  the  terrible 
engines  of  modern  warfare  with  which  to  gain 
their  ends,  give  them  the  ability  to  drive  to 
their  goals  through  calling  upon  sentiments  of 
patriotism  and  national  devotion,  and  you  gain 
some  conception  of  the  menace  which  faces  the 
world  if  economic  nationalism  runs  its  course 
unchecked. 

Economic  nationalism  reaches  its  culmina- 
tion in  imperialism.  If  orderly  processes  of 
trade  break  down  as  a  means  for  securing  the 
ready  exchange  of  goods  and  the  distribution 
of  the  necessary  raw  materials  of  the  world, 
only  force  remains.  Imperialistic  expansion, 
whether  in  pursuit  of  markets  or  raw-material 
resources,  cannot  mean  other  than  perpetual 
conflict. 

Surely  economic  nationalism  is  not  the  path- 
way to  peace. 

That  which  offers  the  greatest  hope  at  the 
present  juncture  is  a  program  which  recog- 
nizes the  vital  importance  to  all  national  econ- 
omies of  increased  foreign  trade  and  which 
therefore  seeks  the  reestablishment  or  mainte- 
nance, through  intelligent  and  cooperative  ac- 
tion on  the  part  of  the  trading  nations  of  the 
world,  of  strengthened  and  rational  interna- 
tional trade. 

Whatever  the  economic  developments  of  the 
future  may  hold  in  store,  one  thing  stands  out 
clearly.  Economic  nationalism  in  its  recently 
developing  forms  is  incompatible  with  perma- 
nent economic  stability — hence,  with  the  fu- 
ture peace  of  the  world.  Thus  far  the  move- 
ment has  accentuated  our  economic  difficulties 
and  problems,  caused  widespread  unemploy- 
ment, generated  staggering  problems  of 
finance,  and  gravely  intensified  international 
frictions  and  hostilities.  The  stabilization  of 
peace  demands  the  vision  of  statesmen  and  the 
courage  of  fighters  who  know  that  the  present 
sweep  of  the  world  toward  economic  national- 
ism, if  unchecked,  leads  toward  disaster,  and 
who  have  the  grit  to  oppose  and  fight  it. 
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Peace  is  not  to  be  gained  through  mere  emo 
tional  appeal.  The  stabilization  of  peace  de- 
pends upon  the  slow  and  careful  building  of  a 
solid  substructure  of  sound  political  condi- 
tions and  healthy  economic  relationships  be- 
tween class-conscious  groups  and  race-con- 
scious nations.  The  day  of  dynastic  wars, 
thank  God,  is  happily  past,  but  unfortunately 
other  forces  are  at  work  which  threaten  to  take 
their  place  as  disturbers  of  the  equilibrium  of  j 
the  world.  It  is  when  political  or  economic 
conditions  become  intolerable  that  most  men 
fight.  The  turn  which  economic  issues  take 
today  in  large  part  spells  the  destiny  of  to- 
morrow. War  or  peace  in  our  time  may  hang 
upon  the  choice  which  nations  are  now  making 
of  the  economic  policy  which  is  to  rule  the 
world. 
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THE  TRADE-AGREEMENTS 

PROGRAM  IN  OUR 

INTER-AMERICAN  RELATIONS1 


There  has  been,  I  believe,  during  these  past 
three  years,  more  than  ever  before,  an  interest 
in.  and  an  appreciation  of  the  value  of,  our 
inter-American  relationships;  there  exists  a 
greater  realization  on  the  part  of  the  people  of 
the  United  States  of  the  value  to  themselves  of 
a  sure  political  and  commercial  understanding 
with  the  other  republics  of  this  hemisphere. 
Perhaps  we  have  also,  as  a  people,  a  belated 
but  nevertheless  salutary  grasp  of  the  fact 
that  during  the  preceding  decades  there  had 
existed  on  the  part  of  our  American  neighbors 
a  latent,  and  at  times  a  vocal,  mistrust  of  the 
ulterior  objectives  of  the  United  States;  a  jus- 
tifiable resentment  of  the  high-handed  or  pa- 
tronizing attitude  of  this  Government,  and  an 
equally  definite  resentment  of  the  tariff  policy 
pursued  by  the  United  States,  which  made  it 
impossible  for  any  free  flow  of  goods  between 
their  countries  and  ours.  This  general  at- 
mosphere of  mistrust  had  been  enhanced  by 
open  acts  of  armed  intervention  by  the  United 
States  in  many  of  the  smaller  republics.  There 
existed  likewise  a  general  misconception  of 
the  Monroe  Doctrine,  due  in  no  small  part 
to  the  erroneous  interpretation  of  that  doc- 
trine advanced  by  many  of  our  citizens  occu- 
pying high  official  positions. 

My  purpose  tonight,  however,  is  to  touch 
but  briefly  on  these  phases  of  the  past  and  to 
speak,  as  I  can,  hopefully  of  the  present  and, 
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I  believe,  of  the  future,  but  it  is  essential  that 
at  least  a  summary  reference  should  be  made 
to  the  conditions  which  obtained  in  1932.  Fur- 
ther, it  must  not  be  overlooked  that  as  a  people 
we  had  in  general  ignored  the  fact  that  in  the 
hundred  and  more  years  since  the  other  Amer- 
ican republics  declared  their  own  independ- 
ence, these  republics  had  in  many  cases  grown 
into  powerful  nations,  like  ourselves,  rightly 
proud  of  their  history  and  of  their  traditions, 
and  very  naturally  resentful  of  any  attempt  on 
our  part  either  to  dictate  the  course  they 
should  follow  or  to  intervene  in  their  domestic 
concerns,  whether  such  intervention  was  un- 
dertaken in  flagrant  disregard  of  the  basic 
principles  of  international  law  or  whether  it 
was  carried  out  in  accordance  with  contractual 
rights  which  we  had  obtained  through  nego- 
tiated treaties. 

The  past  three  years  have  seen  a  far-reach- 
ing and  decidedly  healthy  change  in  the  whole 
nature  of  our  inter-American  policy.  Our 
new  policy  of  the  "good  neighbor"  has  been 
predicated  upon  the  belief  of  this  Government 
that  there  should  exist  an  inter-American 
political  relationship  based  on  a  recognition  of 
actual  and  not  theoretical  equality  between 
the  American  republics;  on  a  complete  for- 
bearance from  interference  by  any  one  republic 
in  the  domestic  concerns  of  any  other;  on 
economic  cooperation ;  and,  finally,  on  the  com- 
mon realization  that  in  the  world  at  large  all 
of  the  American  republics  confront  the  same 
international  problems,  and  that  in  their  rela- 
tions with  non-American  powers,  the  welfare 
and  security  of  any  one  of  them  cannot  be  a 
matter  of  indifference  to  the  others. 

To  attain  those  objectives,  acts  and  not 
words  were  required.  I  should  list  as  the 
significant  achievements  of  your  Government 
during  these  past  three  years  the  following 
practical  accomplishments : 

(1)  The  formal  declaration  by  the  President 
of  the  United  States  that  armed  intervention 
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by  the  United  States  in  any  other  American 
republic  was  a  thing  of  the  past,  and  the  ad- 
herence by  the  United  States  Government  t<> 

(he  Convention  on  the  Rights  and  Duties  of 
States  formulated  at  the  Inter-American  Con- 
ference at  Montevideo  in  1933,  which  contains 
the  provision  that  no  state  has  the  right  to 
intervene  in  the  internal  or  external  affairs  of 
another. 

(2)  The  abolition  of  the  Piatt  Amendment 
in  our  treaty  with  Cuba  so  that  our  contractual 
rights  of  intervention  in  that  Republic  have 
been  abolished. 

(3)  The  effective  economic  cooperation 
which  we  have  been  enabled  to  offer  the  Cuban 
Government  and  people  at  a  time  when  our 
previous  tariff  policy  had  driven  the  Republic 
of  Cuba  to  the  brink  of  ruin  and  chaos,  and 
which  cooperation  has  resulted  in  the  economic 
and  social  rehabilitation  of  Cuba. 

(4)  The  complete  evacuation  from  Haiti  of 
the  American  military  forces  which  had  been 
in  occupation  of  that  Republic  since  1915. 

(5)  Our  negotiations  with  Panama,  now 
concluding,  whereby  I  believe  all  of  those  ques- 
tions which  have  created  friction  and  misun- 
derstanding between  our  two  peoples  will  re- 
ceive a  settlement  fair  and  equitable  to  the 
vital   interests  of  both   nations. 

(6)  Our  cooperation  with  other  American 
governments  in  furthering  a  pacific  solution 
of  the  tragic  war  of  the  Chaco,  which  had  con- 
tinued for  so  many  years.  This  joint  mediation 
has  resulted  only  a  short  time  ago  in  the  sign- 
ing of  agreements  between  Bolivia  and  Para- 
guay which  provide  for  a  cessation  of  the  state 
of  belligerency  existing  between  them,  and 
pave  the  way  for  permanent  peace. 

(7)  The  program  proposed  by  the  Secretary 
of  State  at  the  Inter-American  Conference  at 
Montevideo  providing  for  a  return  to  sound 
principles  of  international  trade,  emphasizing 
the  decided  value  of  the  most-favored-nation 
policy  and  the  need  to  work  toward  lower 
tariffs  and  toward  the  elimination  of  artifi- 
cial restrictions  upon  trade,  which  program 
was  adopted  unanimously  by  all  of  the  Ameri- 
can republics. 

(8)  Finally,  the  realization  by  our  neigh- 
bors of  this  continent  that  the  day  of  "dollar 
diplomacy",  with  all  of  its  many  vicious  im- 
plications, is  a  thing  of  the  past. 


All  of  that  which  I  have  said  above  relates 
primarily  to  our  general  political  relationship 
with  the  American  republics.  Let  me  now 
turn  to  the  more  strictly  economic  and  com- 
mercial pages  of  the  ledger ;  and  it  is  particu- 
larly appropriate  to  discuss  this  phase  of  our 
program— and  by  that  I  mean  in  particular 
our  trade-agreements  program — in  one  of  the 
great  ports  of  this  Nation  which  has  a  really 
important  stake  in  foreign  trade. 

During  1934  I  have  been  interested  to  learn1 
from  the  annual  report  of  the  Chief  of  Engi- 
neers that  imports  into  the  port  of  Baltimore 
were  valued  at  $52,000,000,  while  exports  ag- 
gregated $41,000,000.  This  type  of  commerce 
forms  a  substantial  part  of  the  activity  in  this 
thriving  modern  port. 

I  have  also  been  interested  to  learn  from  the 
same  source   of  the  great  variety  of  articles 
which  are  transported  through  Baltimore.    Of 
the  imports,  I  note  that  among  the  most  im- 
portant are  bananas,  coffee,  molasses,  sugar,, 
copra,  rubber,  wood  pulp,  iron  ore,  and  tin.  \ 
On  the  other  hand,  the  exports  cover  a  wide  i 
range  of  typical  American  products  and  spe-  < 
cialties.      I  observe  that  lard  is  exported  in; 
considerable    quantities,    as    well    as    apples,; 
canned  vegetables  and  fruits,  oatmeal,  oil  cake,  I 
tobacco,  lumber,  coal,  refined  copper,  tin  plate,  j 
wire,  automotive  vehicles,  and  chemicals.    The  ' 
variety  and  extent  of  the  foreign  trade  which 
clears  through  Baltimore  make  it  an  easy  mat- 
ter for  me  to  describe  what  we  have  been  en- 
deavoring  to  do  by  means  of  the  trade-agree-  ] 
ments  program.    As  a  community  you  know  at 
first  hand  how  important  it  is  to  keep  the 
seaways  filled  with  ships  loaded  with  cargoes. 
You  know  what  it  means  to  have  your  harbor 
filled  with  empty  ships,  while  warehouses  are 
bulging   with   merchandise   which   cannot   be 
moved,  due  to  stoppages  or  disruption  of  trade 
channels.    Foreign  trade  means  a  great  deal,  of 
course,  to  evervone  concerned  in  it,  both  di- 


rectly  and  indirectly,  Dot  only  td  the  people 

who  grow  OT  produce  the  products  which  clear 

through  your  port,  but  also  to  the  transporta- 
tion companies,  and  so  on  down  the  line.  The 
important  thing  is  that  you,  so  to  speak,  have 
a  ringside  seat,  while  the  producer  far  inland 
i>  often  seated   far  from  the  stage. 

The  foreign  trade  of  the  United  States  suf- 
fered, as  you  are  well  aware,  a  tremendous 
shrinkage  during  the  depression  years.  The 
Administration  had  been  impressed  from  the 
start  with  the  necessity  of  evolving  and  execut- 
ing a  well-balanced  program  for  the  revival 
of  our  foreign  trade.  The  result  was  the  pas- 
sage of  the  Trade  Agreements  Act  of  June  12, 
1934,  authorizing  the  President  to  enter  into 
foreign  trade  agreements  under  the  conditions 
and  with  the  objectives  therein  defined.  The 
two  chief  objectives  of  this  act  are  to  permit 
the  removal  or  prevention  of  discriminations 
against  American  commerce  and  to  stimulate 
advantageous  foreign  trade  through  the  mu- 
tual and  reciprocal  reduction  of  trade  barriers. 
These  objectives  are  simple  and  understand- 
able enough.  They  become  perhaps  even  more 
significant  if  I  should  say  that  the  basic  under- 
lying purpose  of  the  trade-agreements  pro- 
gram is  to  create  employment.  This  it  does 
by  permitting  trade  to  take  place  which  at  one 
time  took  place  but  which  has  in  the  last  few 
years  often  been  throttled  out  of  existence  by 
the  many  destructive  trade  controls  and  de- 
vices which  nations  have  resorted  to  in  their 
mistaken  belief  that  it  is  all  right  to  sell 
their  goods  abroad  but  that  it  is  iniquitous  to 
accept  imports  from  foreign  countries.  I  some- 
times think  that  this  factor — of  increased 
employment — has  not  been  sufficiently  empha- 
sized in  considering  the  Trade  Agreements 
Act,  and  in  stating  that  foreign  trade  creates 
employment  I  am  not  limiting  my  statement 
to  exports.  I  might  add  that  imports  are  con- 
sidered often  to  furnish  as  much  employment. 


as  exports.  According  to  one  study,  of  every 
dollar  spent  in  this  country  for  imported 
manufactured  goods,  only  20  to  40  cents  are 
remitted  abroad,  while  from  60  to  80  cents  go 
for  duty,  dock  labor,  trucking,  rail  transport, 
importing  organization,  wholesaler,  advertis- 
ing, retailer,  salesmen,  etc.  This  is  perfectly 
understandable,  particularly  here  in  Balti- 
more, where  millions  of  dollars  in  imported 
merchandise  pass  through  your  port  every 
year.  This  merchandise  creates  business  for 
your  shipping  companies,  brings  wages  to  dock 
labor  in  connection  with  its  discharge  from 
ship  to  shore,  and  furnishes  employment  to 
many  other  persons  before  it  is  finally  sold 
to  the  ultimate  consumer. 

As  soon  as  authority  was  received,  the  ad- 
ministration undertook  at  once  to  make  the 
trade-agreements  program  a  genuine  factor  in 
restoring  world  trade  to  something  like  the 
levels  which  prevailed  prior  to  the  depression. 
Progress  has  been  slow  for  several  reasons,  but 
principally  because  the  difficulty  and  impor- 
tance of  the  task  require  a  most  painstaking 
and  conscientious  approach.  For  another 
thing,  the  negotiation  of  a  trade  agreement  is 
a  two-Avay  proposition.  Each  government  has 
its  own  ideas  and  its  own  objectives;  to  recon- 
cile these  often  requires  months  of  tedious 
negotiation.  Despite  these  factors,  I  believe 
that  we  have  thus  far  made  a  very  satisfactory 
showing.  In  the  approximately  one  year  and 
a  half  since  the  Trade  Agreements  Act  was 
enacted,  agreements  have  been  concluded  with 
Cuba,  Belgium,  Haiti,  Sweden,  Brazil,  Co- 
lombia, Canada,  Honduras,  the  Netherlands, 
and  Switzerland,  Avhile  limited  agreements 
have  been  made  with  Czechoslovakia  and  the 
Union  of  Soviet  Socialist  Republics. 

I  desire,  of  course,  this  evening,  to  talk  to 
you  particularly  regarding  the  trade-agree- 
ments program  insofar  as  it  concerns  our  rela- 
tions with  Latin  America.     You  will  have  ob- 


served  that  of  the  agreements  thus  far  con- 
cluded, five,  namely,  those  wiih  Culm.  Haiti, 
Brazil,  Colombia,  and  Honduras,  are  with 
Latin  American  republics.  Negotiations  are 
now  pending  with  Costa  Rica,  El  Salvador, 
Guatemala,  and  Nicaragua,  and  if  is  hoped 
that  agreements  may  be  signed  during  the 
coming  months  with  these  countries. 

While  several  of  the  agreements  have  not  yet 
run  for  a  long  enough  period  to  evaluate  their 
effects  on  trade,  I  believe  you  will  be  inter- 
ested in  a  few  figures  showing  the  results  of 
our  agreement  with  Cuba,  which  was  the  first 
agreement  coneluded  under  authority  of  the 
Trade  Agreements  Act,  Our  exports  to  Cuba 
over  a  15 -month  basic  period  in  1932-33  to- 
taled $33,200,000;  over  a  15-month  period  in 
193^35  they  totaled  $71,395,000.  Our  pur- 
chases from  Cuba  increased  in  about  the  same 
degree:  during  the  period  of  1932-33  above 
mentioned,  they  totaled  $68,273,000,  while  in 
the  1934-35  period  they  were  $162,000,000.  In 
other  words,  our  trade  writh  Cuba  has  increased 
substantially  in  both  directions,  which  is,  of 
course,  as  it  should  be. 

The  onty  other  agreement  which  has  been 
in  effect  long  enough  to  allow  statistical  com- 
parisons to  be  made  is  that  with  Haiti,  which 
took  effect  on  June  3,  1935.  According  to  fig- 
ures just  compiled  by  the  Department  of  Com- 
merce, the  value  of  our  exports  to  Haiti  dur- 
ing the  last  7  months  of  1935,  or  the  period 
immediately  following  the  entry  into  effect 
of  the  trade  agreement,  was  $2,136,000,  an  in- 
crease of  25  percent  over  the  comparable  total 
of  $1,714,000  for  the  corresponding  period  of 
1934. 

While  detailed  figures  for  the  calendar  year 
1935  are  not  yet  available,  you  will  doubtless 
be  interested  to  learn  that  our  trade  with  Latin 
America  has  increased  in  a  very  gratifying 
way.  During  the  11  months  ending  November 
1935,  our  exports  to  Central  and  South  Amer- 


ica  totaled  $196,000,000,  as  compared  with 
$182,000,000  for  the  same  period  in  1934.  Im- 
ports increased  from  $234,000,000  to  $283,000,- 
000  during  the  same  period.  These  figures 
show  that  a  healthy  revival  is  under  way. 

We  hope  in  the  months  to  come  to  stimulate 
the  recovery  which  is  already  taking  place  by 
the  negotiation  of  mutually  advantageous  trade 
agreements  with  the  other  countries  of  Latin 
America  and  thus  to  aline  all  of  the  countries 
of  this  hemisphere  with  us  in  the  program. 
There  are  difficulties  in  the  Avay,  of  course, 
but  I  feel  certain  that  they  can  be  solved  by 
loyally  cooperative  efforts.  One  of  the  most 
gratifying  features  of  the  trade-agreements 
program  is  the  response  it  has  elicited  from 
the  countries  of  this  hemisphere,  which  are 
earnestly  desirous  of  helping  this  Government 
in  its  task  of  furthering  the  rebuilding  of 
world  trade  on  sound  foundations. 

There  is  probably  no  other  section  of  the 
world  more  dependent  on  foreign  trade  for 
prosperity  and  well-being  than  our  neighbors 
to  the  south  of  us.  With  most  of  them  we 
have  a  trade  that  reposes  on  complementary 
bases.  We  suppty  finished  manufactures  and 
certain  foodstuffs,  while  they  supply  us  in  turn 
with  raw  materials,  tropical  products,  and 
foodstuffs  on  a  seasonal  schedule.  The  trade 
between  the  Americas  is  susceptible  of  tre- 
mendous expansion.  Increasing  national  re- 
covery, aided  by  the  trade-agreements  program, 
I  am  sure,  will  gradually  develop  this  trade 
and  bring  it  to  new  high  levels.  This  process 
will  not  only  be  beneficial  to  our  neighbors 
but  also  to  ourselves,  in  the  form  of  increased 
employment  and  business  activity,  and  from 
this  improvement  our  port  of  Baltimore 
should  profit  very  substantially. 

I  have  thus  had  the  opportunity  of  indicat- 
ing to  you  briefly  the  forward  strides  which 
we  have  made  during  this  short  period  in  pro- 
moting a  sound  relationship,  both  political  and 


commercial,  with  our  neighbors.     May  r,  in 

conclusion,  present  you  with  a  brief  study  in 
contrasts.  Four  years  ago  the  antagonism  of 
the  Government  and  people  of  that  great 
Republic  of  the  south,  Argentina,  toward  the 
Government  and  people  of  the  United  States 
was  hardly  concealed.  The  Argentine  press 
and  economic  publications  were  tilled  with 
denouncements  of  the  commercial  policy  pur- 
sued by  this  Government  and  with  pleas  to 
the  Argentine  people  that  they  buy  only  from 
those  who  bought  from  them,  and  that  pur- 
chases from  the  United  States  be  restricted  if 
not  eliminated.  The  misunderstandings  be- 
tween the  two  Governments  were  hardly  less 
apparent.  Today,  notwithstanding  the  prac- 
tical difficulties  which  we  both  recognize,  both 
Governments  are  cooperating  in  the  closest 
manner  to  improve  the  flow  of  commerce  be- 
tween them,  to  remove  such  barriers  to  trade 
as  can  be  removed  without  injury  to  the  inter- 
ests of  either  one,  and  the  two  Governments 
have  further  cooperated  in  the  most  cordial 
and  effective  manner  for  some  time  past  in  the 
great  peace  work  undertaken  by  the  Chaco 
Conference.  Finally,  perhaps  I  may  be  per- 
mitted to  quote  a  statement  made  by  the  For- 
eign Minister  of  Argentina,  who  has  distin- 
guished himself  in  that  office  for  the  past  four 
years.  In  an  exclusive  interview  which  Dr. 
Saavedra  Lamas,  the  Foreign  Minister,  gave 
to  our  United  Press  on  January  23,  he  said : 

"President  Roosevelt's  policy  of  the  'good 
neighbor',  the  most  w7ise,  the  most  prudent,  and 
the  most  sagacious  that  the  great  Republic  of 
the  north  has  ever  followed,  has  assisted  in 
converting  the  American  Continent  into  one 
sole  moral  and  spiritual  state.  This  policy  has 
gained  the  confidence  of  the  American  repub- 
lics. Pan-Americanism  today  is  a  bilateral 
link  between  the  Anglo-Saxon  and  the  Latin 
worlds.  For  the  first  time,  perhaps,  there  ex- 
ists a  current  of  community  of  ideas  and  senti- 
ments flowing  between  Washington  and  Buenos 
Aires,  Rio  de  Janeiro,  Santiago,  and  Monte- 
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video,  without  suspicions  and  without  ill  will. 
This  birth  of  the  united  Americas,  coherent 
and  coordinated,  not  as  a  formal  association, 
but  as  a  definite  entity  of  objectives,  conscience, 
and  tendencies,  is  called  upon  to  influence  the 
economic,  international,  and  social  destinies  of 
the  entire  world." 
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